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CHAPTER I
THE DEVELOPMENT OF THE SYSTEM FOR FINANCING 
PUBLIC EDUCATION IN VIRGINIA
Extensive changes in the methods through which the public schools 
of Virginia are financed have taken place since 1970. Landmark court 
decisions including Serrano v. Priest in California, Van Dusartz v. 
Hatfield in Minnesota, and Rodriguez v. San Antonio in Texas, have, 
helped to establish the principle of "fiscal neutrality" which requires 
that the quality of public education not be dependent on the wealth of 
the school district in which a student resides but rather on the wealth 
of the state as a whole.
In Virginia, a new equalization formula for the distribution of 
state funds among the school divisions of the Commonwealth was estab­
lished in 1974. The equalization formula is based in part on the 
ability of each locality to fund public education and is the result of
(1) a constitutional revision mandating an educational program of high 
quality throughout the state; (2) the Burruss v. Wilkerson litigation 
seeking a change in state funding of public education; (3) the adoption 
and revisions of the Standards of Quality for Public Schools in Virginia 
by the General Assembly, and of (4) the recommendations of a task force 
on financing public education appointed by the Governor.
Despite significant developments, disparities in per pupil expen­
ditures continue to exist among the school divisions of the state.
While in 1970-80 the state average per pupil expenditure was $1753, the
1
2per pupil expenditure in the County of Arlington was $3572 as compared 
with the City of Poquoson with a per pupil expenditure of $1205.^
Inequities in per pupil expenditures do exist among the school 
divisions of the Commonwealth. The question is raised, therefore, 
whether such disparity has been reduced over the past ten years.
The purpose of the study was to investigate changes that have 
occurred in the differences in per pupil expenditures among the school 
divisions of Virginia since 1970, in order to determine whether the 
court-established principle of fiscal neutrality is reflected in the 
state. Expenditure differentials were examined for the 1969-70 school 
year and were compared with per pupil expenditures in 1979-80.
The following hypotheses form the basis of the study.
1. Fiscal neutrality among the school divisions of 
Virginia, as determined by per pupil expenditures, 
showed no significant improvement between the 
compared years of 1969-70 and 1979-80.
2. The total per pupil expenditure for operational 
costs derived from both state and local sources 
for each school division in Virginia in 1979-80 
was a function of the true value of real property 
per student in average daily membership within 
each division.
3. The total per pupil expenditure derived from both 
state and local sources for each school division in
"^ Virginia Department of Education, Facing Up - 15, Statistical 
Data on Virginia's Public Schools, (Richmond, Virginia: State Department 
of Education, 1981), pp. 53-57.
3Virginia in 1979-80 was related to the composite 
index of each division.
4. The development of the current formula for deter­
mining the local and state shares of the basic cost 
of education resulted from an effort of the 
General Assembly to establish fiscal neutrality 
among the school divisions of the Commonwealth.
The stated hypotheses were based on the assumptions that (1) the 
revision of the state funding formula has not eliminated disparities 
in per pupil expenditures among the school divisions of the Commonwealth;
(2) the total per pupil expenditures were based on the value of real 
property within each division; (3) localities have not used other avail­
able wealth in conjunction with the composite index to reach above 
minimum levels of per pupil expenditures; and (4) significant court 
cases and the resulting case law i rovided an impetus to the Virginia 
General Assembly to seek a formula designed to reduce disparities in 
per pupil expenditures among the school divisions of the state and to 
achieve fiscal neutrality.
The study was limited to the investigation of per pupil expendi­
tures in terms of the operation of regular day school programs during 
the 1969-70 and 1979-80 school years. Not considered were expenditures 
for capital outlay, debt service, summer school, adult education, and 
federally funded projects.
Several terms which are frequently found in the literature 
addressing school finance are used extensively in this study. Fiscal 
neutrality, as defined by Odden is, the absence of an observed relation­
42ship between education resources and local wealth. Kimbrough referenced 
Garms who defined neutrality in terms of breaking the link between the
3
wealth of a community and the amount that it spends for schools.
Three philosophies consistent with this concept of fiscal neu­
trality were identified as follows:
First, all pupils in the state should be guaranteed a certain 
minimum education, and the state should guarantee that each 
of the districts can finance this minimum education with the 
same local tax effort. Second, people of a district should 
be free to decide the amount of education they want for their 
children and their local tax effort; however, the state 
should guarantee that the amount of local tax effort for a 
given per pupil expenditure is the same in all districts.
Third, given the importance of education to the general wel­
fare, the state should make the decision about the amount of 
education to be provided, and the amount spent for equivalent 
pupils should be the same throughout the state.^
Per pupil expenditure is determined by dividing the total yearly 
cost of the operation of the regular day school program, exclusive of 
debt service and capital outlay, by the number of students in average 
daily membership. The equalization formula is the system through which 
the State Department of Education determines the percentage of the per 
pupil cost of education which is endorsed by the General Assembly and 
paid from state funds. The intent of the formula is to make equal 
financial resources available for the education of each student in the 
Commonwealth, as defined by the Standards of Quality.
The composite index-ratio is developed to reflect the ability 
of each locality to fund public education as determined by local true
2
Allan Odden, Robert Bune and Leanna Stiefel, Equity in School 
Finance (Denver, Colorado: Education Commission of The States, 1979), 
p. 13.
3
Ralph B. Kimbrough, Educational Administration, An Introduction 
(New York: Macmillan Co., 1976), p. 247.
^Ibid.
5values of real estate and public service corporations, average local 
personal income, local taxable retail sales, local average daily mem­
bership of school children, and local population. The specific values 
of these components are discussed in detail in Chapter V of this study.
County and city school divisions in Virginia are funded through 
application of a common formula. The boundaries of school divisions 
in the Commonwealth are coterminous with those of cities, counties, or 
towns. In some instances, two or more political entities may, with 
State Board of Education approval, cooperatively form and operate a 
single school division. The designation of a specific year refers to 
the official Virginia fiscal year beginning July 1 and terminating 
June 30.
The method of investigation employed in this study is characte­
rized as descriptive research and includes extensive analysis of docu­
ments. Background information was obtained through the review of 
litigation, court decisions, and resulting case law evolved during the 
period from 1969 to 1980. The development of the existing formula for 
the funding of public education in Virginia was begun with revision of 
the dtate constitution in 1971 and established for the 1974-76 budget 
as recommended by the Task Force on Financing The Standards of Quality 
For Virginia Public Schools.
Publications of the National Education Finance Project, articles 
and reports published in professional journals, and research conducted 
in investigation of similar topics were surveyed and incorporated into
^Second Report of The Task Force On Financing The Standards of 
Quality For Virginia Public Schools, by J. Fred Young, Chairman, 
Richmond, VA.: Commonwealth of Virginia, 1973.
6the review of related research.
Data utilized in the investigation of the stated hypotheses were 
obtained through analysis of statistical and financial reports for 
all school divisions in Virginia as compiled annually by the Virginia 
Department of Education. Other documents, including minutes of meetings 
of the State Board of Education and pertinent memoranda from the office 
of the State Superintendent of Public Instruction, were reviewed for 
related information. Only those school divisions in Virginia that were 
operating during the 1969-70 and 1979-80 school years were used for pur­
poses of comparison. One county, Nansemond, had operated a school 
division in 1969-70 but had merged with the City of Suffolk by 1980; 
three fewer town school divisions were identified in 1979-80 than in 
1969-70, and four additional city school divisions were organized 
between 1969-70 and 1979-80. Per pupil expenditures were examined in 
terms of deviation from state averages and in relationship to real 
property values within each school division. Also included was the 
comparison of per pupil expenditures with the composite index of each 
locality.
Concerns for the methods through which the public schools of the 
nation are financed can be traced from the beginning of the twentiety 
century and are similar to those that exist today. Some fifty years 
earlier Horace Mann had supported both the right of every person to an 
education and the correlative duty of every state government to see that 
the means of education were provided for all. School finance authori­
ties in the early 1900's advocated that it was the specific responsibil­
ity of the state to equalize educational opportunity and that this could
7best be accomplished through a system of state funding.
Ellwood P. Cubberley proposed the following theory of state
support in 1905:
Theoretically all the children of the state are equally 
important and are entitled to have the same advantages; 
practically this can never be quite true. The duty of 
the state is to secure for all as high a minimum of good 
instruction as is possible, but not to reduce all to this 
minimum; to equalize the advantages to all as nearly as 
can be done with the resources at hand; to place a prem­
ium on those local efforts which will enable communities 
to rise above the legal minimum as far as possible; and 
to encourage communities to extend their educational 
energies to new and desirable undertakings.7
Among the specific concepts credited to Cubberley by Alexander 
and Jordan were the following:
1. That due to the unequal distribution of wealth, the
demands set by the states for maintaining minimum stan­
dards cause very unequal burdens. What one community 
can do with ease is often an excessive burden to another.
2. That the excessive burden of communities borne in large
part for the common good should be equalized by the state.
3. That a state school tax best equalizes the burdens.
4. That any form of state taxation for schools fails to
accomplish the ends for which it was created unless a 
wise system of distribution is provided.
These concepts had great influence on the leaders in school
g
finance during the first quarter of the twentieth century.
Harlan Updegraff of the University of Pennsylvania conducted a 
survey of rural schools of New York state in 1921 in order to determine
^Ralph J. Shotwell. "Who Will Pay?" Virginia Journal of 
Education, 66 (November, 1972), 18.
^Ellwood P. Cubberley, "School Funds and Their Apportionment" 
(Ph.D. dissertation, Teachers College, Columbia University, 1905),
p. 16.
g
Kern Alexander and K. Forbis Jordan, eds., Constitutional Reform
of School Finance (Lexington, Mass.: D.C. Heath and Company, 1973),
p. 161.
8their relative financial support. He then proposed that the wealth of
local school districts be entirely eliminated as a factor affecting the
quality of education. He further stated that the financing of education
should be made dependent on local effort equalized with state funds so
that revenue per student would be the same in all districts making the
9
same effort regardless of variation in wealth.
The thirteen volume report of the Educational Finance Inquiry Com­
mission, published in 1923 under the chairmanship of George D. Strayer, 
Sr., exercised major influence on the direction of school finance.
Volume I of the report, considered to be of contemporary interest and 
influence, was written by Strayer and Haig and entitled The Financing 
of Education in the State of New York. The concepts contained in four 
pages of that volume which are devoted to the theory of school finance 
had more influence on the development of school finance policies than 
the remainder of the thirteen volumes."^
In Volume _I Strayer and Haig offered the following commentary 
on the status of school finance:
There exists today and has existed for many years a movement 
which has come to be known as the 'equalization of education 
opportunity' or the equalization of school support. These 
phrases are interpreted in various ways. In its most 
extreme form the interpretation is somewhat as follows: The
state should insure equal education facilities to every child 
within its borders at a uniform effort throughout the state 
in terms of the burden of taxation; the tax burden of educa­
tion should throughout the state be uniform in relation to 
taxpaying ability, and the provision for schools should be
9
Harlan Updegraff, Rural School Survey of New York State (Ithaca, 
New York: Harlan Updegraff, (1922), pp. 117-118.
Alexander and Jordan, Constitutional Reform of School Finance,
pp. 161-162.
9uniform in relation to the educable population desiring edu­
cation. Most of the supporters of this proposition, however, 
would not preclude any particular community from offering at 
its own expense a particularly rich and costly educational 
program. They would insist that there be an adequate minimum 
offered everywhere, the expense of which should be considered 
a prior claim on the state's economic resources.^
Strayer and Haig then presented the following model of state 
support which incorporated the principles they advocated.:
1. A local school tax in support of the satisfactory 
minimum offering would be levied in each district 
at a rate which would provide the necessary funds 
for that purpose in the richest district.
2. The richest district then might raise all of its 
school money by means of the local tax, assuming 
that a satisfactory tax, capable of being locally 
administered could be devised.
3. Every other district could be permitted to levy a 
local tax at the same rate and apply the proceeds 
toward the cost of schools but
4. Since the rate is uniform, this tax would be 
sufficient to meet the costs only in the richest 
district and the deficiencies would be made up by 
the state subvention.^
In argument against the system of reward given by the state for
local tax effort advocated by Cubberley and Updegraff, Strayer and
Haig stated the following.
Any formula which attempts to accomplish the double 
purpose of equalizing resources and rewarding effort 
must contain elements which are mutually inconsistent.
It would appear to be more rational to seek to achieve 
local adherence to proper educational standards by 
methods which do not tend to destroy the very uniform­
ity of effort called for by the doctrine of equality 
of educational opportunity.^
George D. Strayer and Robert Murray Haig, The Financing of 
Education in the State of New York, Vol. I: Report of the Educational
Finance Inquiry Commission. (New York: Macmillan Co., 1923), p. 173.
12Ibid., pp. 174-175.
13Ibid.
10
Paul Mort, one of Strayer*s students, proposed that the following 
elements be Included In a state system of finance which Is designed to 
guarantee a minimum program.
1. An educational activity found in most or all communities 
throughout the state is acceptable as an element of an 
equalization program.
2. Unusual expenditures for meeting the general requirements 
due to causes over which a local community has little or 
no control may be recognized as required by the equaliza­
tion program. If they arise from causes reasonably within 
the control of the community they cannot be considered as 
demanded by the equalization program.
3. Some communities offer more years of schooling or a more 
costly type of education than is common. If it can be
established that unusual conditions require any such
additional offerings, they may be recognized as a part 
of the equalization program.^
The significance of the principles put forth by Mort can be 
readily observed in conditions which existed in Virginia by 1960 and 
is also found in some common elements of school finance today. The 
concept of an educational activity in all communities of the state was 
violated when Prince Edward County, Virginia, closed its public schools 
rather than face the inevitability of integration. Court action was 
required in order to prevent the denial of a minimum education to both 
black and white children of Prince Edward. Present day programs funded
by the state or federal government in many instances require assurances
that funds are used to supplement rather than to supplant the basic 
program in recognition that the cost of educating socially and educa­
tionally deprived children is greater than the cost of educating the 
more advantaged. Special funding is also provided on a competitive
14Paul R. Mort, "The Measurement of Educational Need" (Teachers 
College, Columbia University, 1924), pp. 6-7.
11
basis for selected school divisions in order to develop and to test 
innovative programs which may be adopted by other schools that are 
able to bear the additional cost of providing an expanded program for 
their students.
The soundness and enduring validity of the theories advanced by 
Strayer and Haig and expanded and disseminated by Mort can be observed 
by the fact that by 1971-72 forty-two states used some type of equali­
zation formula which allocated some state funds in inverse relation­
ship to wealth per student within each local education unit.'*'"’
A more simplistic and immediately effective approach to the 
equalization of educational funding was proposed by Henry C. Morrison 
in his book School Revenue publised in 1930. Morrison contended that 
local school funding did not establish equal educational opportunity 
and that the equalization formulas proposed by Cubberley, Strayer and 
Mort would not achieve this goal. Morrison called for full state
funding of public education as the only viable approach to the equali-
16zation of educational opportunity.
Although Morrison's arguments were not well received at the time 
they were proposed, they are of renewed interest today. One state, 
Hawaii, had adopted the Morrison model by 1973.^
Progress toward realizing the equalization of educational oppor-
Alexander and Jordan, Constitutional Reform of School Finance,
p. 163.
16Henry C. Morrison, School Revenue. (Chicago: University of 
Chicago Press, 1930).
■^Alexander and Jordan, Constitutional Reform of School Finance,
pp. 163-164.
12
tunity has encountered frequent and active opposition. Administrators, 
school boards, and state legislators of wealthy school divisions have 
objected to state and federal financial equalization efforts as being 
based on a "Robin Hood" philosophy. Originally centered in the large 
and wealthy cities, this opposition has nearly ceased as wealth and
political influence have shifted to the suburbs and cities are faced
with the inevitable high costs of dealing with a concentration of 
population.'*'®
As consideration is given to the impact of court decisions on 
the equilization of the funding of education, it is appropriate to 
review the decision of the court regarding the right of every child 
to have an equal chance for an education. In the historic Brown v. 
Board of Education of Topeka, Kansas, the U.S. Supreme Court stated 
the following:
Today, education is perhaps the most important function of
state and local government.... In these days, it is
doubtful that any child may reasonably be expected to 
succeed in life if he is denied bhe opportunity of an edu­
cation. Such an opportunity, where the state has under­
taken to provide it, is a right which must be made avail­
able to all on equal terms.
Noting that the equal protection clause of the Fourteenth Amend­
ment is a common contention when school funds are to be distributed, 
Alexander and Jordan cite the opinion of the State Supreme Court of 
Maine in the case of Sawyer v. Gilmore in 1912, in which a clear
20distinction is drawn between judicial and legislative prerogative.
1 ft
Ibid., pp. 164-165.
19Brown v. Topeka Board of Education, 347 U.S. 483 (1954).
20
Alexander and Jordan, Constitutional Reform of School Finance,
p. 3.
13
In the Sawyer decision the Supreme Court of Maine refused to
apply state constitutional uniformity and equality of taxing provisions
to school fund distribution formulas, a judicial philosophy which was
21relied upon for over half a century.
The opinion of the court in the Sawyer litigation included the 
following;
The method of distributing the proceeds of such a tax rests 
in the wise discretion and sound judgment of the Legislature.
If this discretion is unwisely exercised, the remedy is with 
the people, and not with the court,... We are not to sub­
stitute our judgment for that of a coordinate branch of 
government working within its constitutional limits.
... In ordering that taxation may be equal and uniform in 
the constitutional sense, it is not necessary that the bene­
fits arising therefrom should be enjoyed by all the people 
in equal degree, nor that each one of the people should par­
ticipate in each particular benefit.22
Litigation attacking financial systems of state public schools 
began to reappear in the late 1960's. These cases, according to 
Hudgins and Vacca, can be divided into two distinct groups. The first 
has been referred to as Mclnnis-type cases and was largely unsuccess­
ful for the plaintiffs. The second group known as Serrano-type was 
for the most part successful. Claims voiced by petitioners in both 
groups contended that state educational finance schemes based upon 
property tax revenues discriminated unfairly between classes of children, 
relating their free access to equal educational opportunity to "accident 
of their birth".23
21Ibid., p. 4.
22Sawyer v. Gilmore, 190 Me. 169, 83A 673 (1912).
23
H.C. Hudgins, Jr. and Richard S. Vacca, Law and Education; 
Contemporary Issues and Court Decisions (Charlottesville, Virginia; 
The Michie Company, 1979), p. 123.
14
In 1968, a class action suit was brought on behalf of parents 
and students in four school districts in Cook County, Illinois. In 
that case, Mclnnis v. Ogilvie, plaintiffs claimed that the Illinois 
system of public school finance violated their equal protection 
guarantees under the Fourteenth Amendment. Additionally they claimed 
that a wide variation of expenditures per pupil among Illinois school 
districts was permitted under state statute. The plaintiffs sought 
permanent injunction forbidding further distribution of tax funds for 
education.2^
The complaint was dismissed by a three-judge United States
District Court on three points. First, the Fourteenth Amendment did
not require that public school expenditures be made solely on the
basis of educational need. Second, educational expenses were not the
exclusive yardstick for measuring the quality of a child's educational
opportunity. Finally, the court added that there were no judicially
manageable standards by which a federal court could determine whether
and when the Equal Protection Clause is satisfied or violated. In
summation the court stated, "The inequity of funds between school
25districts is an inevitable consequence of decentralization."
The plaintiffs, not satisfied with the deicsion of the District 
Court, appealed their case to the United States Supreme Court. They 
were joined in that appeal by such organizations as the National 
Education Association, the Urban Coalition and the American Federation 
of Teachers. The Supreme Court, however, affirmed the decision of the
25McInnis v. Ogilvie, 393 U.S. 322 (1969).
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26District Court without hearing the case.
A similar case was heard in Virginia in 1968 by a three-judge 
United States District Court. In the Burruss v. Wilkerson case a 
complaint was brought to U.S. District Court by parents in Bath County, 
Virginia, who charged that because of Virginia's system of public 
school finance, their children were being denied educational opportuni­
ties equal to those opportunities that were made available to children
27attending schools in other divisions of the state.
Specifically, the plaintiffs charged that the Virginia system of 
school finance violated the equal protection clauses of both the state 
and the federal constitutions. They objected to interdistrict dif­
ferentials in the assessed valuation of taxable property, limits on 
tax rates, and high tax levies that resulted in low district tax yields. 
Burrup notes that similar circumstances and complaints formed the
basis for the Serrano case some two years later in which a contrary
28decision was reached.
In the Burruss case, the court dismissed charges made by the 
plaintiffs on the grounds that the deficiencies and disparities exist­
ing between public school divisions in Virginia were not the results 
of purposeful discrimination by the atate. The court stated "The
blame is ascribable solely to the absence of taxable values sufficient
29to produce required moneys."
26Percy E. Burrup, Financing Education in a Climate of Change 
(Boston: Allyn and Bacon, 1974), p. 5.
27Hudgins and Vacca, Law and Education, p. 124.
28Burrup, Financing Education in a Climate of Change, p. 5.
29Burruss v. Wilkerson, 301 F. Supp. 572 (1969).
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Thus the Burruss case neither brought immediate relief to the
plaintiffs nor altered Virginia's system of public school finance. The
case did, however, serve notice that in Virginia, as in nearly all
other states, there was a growing public awareness and concern for the
disparities in educational opportunity resulting from inequities in
state systems of school finance.
Burrup assigns historical significance to the August 30, 1971
California Supreme Court decision that was handed down in the Serrano
30v. Priest litigation. In thht action, plaintiff parents and their 
children claimed that the California school finance system was un­
constitutional because it relied heavily on local property taxes there­
by causing substantial disparity in per pupil revenues available to
individual school districts. Such a system, therefore, discriminated
31against poor school districts and the children enrolled therein.
In review of the conditions which lead to the Serrano litigation, 
Burrup identified the range of educational expenditures per pupil in 
California in 1967, as extending from $245 to $1710 in the extreme 
districts, a ratio of 1 to 6.2. In that same year two school districts 
in Los Angeles County, Beverly Hills and Baldwin Park, respectively, 
expended $1,223 and $557 per pupil. Conversely, the school tax in 
Baldwin Park was $5.48 per $100 of assessed valuation while in Beverly 
Hills the rate was $2.38 per $100 assessed valuation. The value of 
property per pupil in Beverly Hills of $50,885 as compared to $3,706
30Burrup, Financing Education in a Climate of Change, p. 4. 
31Serrano v. Priest, 5 Cal. 3d 584, 487 p. 2d 1241 (1971).
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per pupil in Baldwin Park resulted in a tax effort in the poorer dis­
trict of twice that in the wealthier one supporting school expenditures
32of only 47 percent of that in the affluent district.
The defense in the Serrano case asserted that it was a compell­
ing interest of the state to allow local school districts the authority 
to choose how much they wished to spend for the education of their 
children. The court, however, struck down this and other arguments 
pointing out that poor districts did not have such a choice and could
not as long as the assessed valuation of property was the major deter-
33minant of how much they could spend for schools.
The rationale of the court in the Serrano decision is summarized
in the following statement:
The California public school financing system, as presented to 
us by the plaintiffs' complaint supplemented by matters judi­
cially noticed, since it deals intimately with education, 
obviously touches upon a fundamental interest. For the rea­
sons we have explained in detail, this system conditions the 
full entitlement to such interest on wealth, classifies its 
recipients on the basis of their collective affluence and 
makes the quality of a child's education depend upon the 
resources of his school district and ultimately upon the 
pocketbook of his parents. We find that such financing sys­
tem as presently constituted is not necessary to the attain­
ment of any compelling state interest. Since it does not 
withstand the requisite "strict scrutiny," it denies to the 
plaintiffs and others similarly situated the equal protec­
tion of the laws.... If the allegations of the complaint 
are sustained, the financial system must fall and the sta­
tutes comprising it must be found unconstitutional.^
Hudgins and Vacca attribute the foundations of a new judicial
32Burrup, Financing Education in a Climate of Change, pp. 4-5.
33
Alexander and Jordan, Constitutional Reform of School Finance,
p. 8.
34Serrano v. Priest, Cal. (1971).
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attitude towards problems of school finance to the Serrano decision.
The lasting influence of that litigation is addressed by Burrup:
The consequences of the breakthrough in the Serrano decision 
have been almost overwhelming to matters of school finance.
Within five months after its announcement, three other states 
had received similar court rulings, and numerous others have 
followed since. States that formerly seemed to be satisfied 
with maintaining their traditional financing programs began 
to study and restyle them with a zeal well beyond any pre­
viously demonstrated. State after state joined the band­
wagon, "entertaining" litigation and court decisions against 
the status quo. Most of them encouraged, or even demanded, 
formal studies to modernize their school financing formulas.
Such prompt state action was considered necessary in the face 
of an apparent legal threat of nationwide school tax and 
funding reform. The traditional local property tax, which 
had formed the chief framework for financing education in 
some states, appeared to be doomed; although the Serrano 
decision did not condemn property taxes per se, it did con­
demn the results of the unfairness that resulted from their 
use in California. State officials faced with apprehension 
the prospect of providing equitable school finance formulas 
with required reduction or elimination of the local property 
tax. They viewed with alarm the possibility of Serrano-type 
litigation in their states. Consequently, organization of 
studies to correct formula inequities before court action 
became p o p u l a r . 36
Indeed, the gubernatorial appointment of the task force on finan­
cing public education in Virginia and the resulting changes in the 
state funding formula can be readily observed as part of the nationwide 
"bandwagon" referred to in the statement made by Burrup.
Six weeks after the Serrano decision, Minnesota became the second 
state to have its system of financing education declared unconstitu­
tional. In a class action suit, Van Dusartz v. Hatfield, plaintiffs 
alleged denial of equal protection and violation of the Civil Rights 
Act. Plaintiffs demonstrated to the satisfaction of the court that
Hudgins and Vacca, Law and Education:, p. 125.
'Burrup, Financing Education in a Climate of Change, p. 7.
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rich districts in Minnesota enjoyed both lower tax rates and higher
per pupil expenditures than did poorer districts. The federal district
court accepted the arguments and findings of the Serrano court and
ruled "The level of spending for a child's education may not be a func-
37tion of wealth other than the wealth of the state as a whole."
Hudgins and Vacca note that the Van Dusartz court did not require
absolute uniformity of school expenditures. It did, however, look to
the state legislature to remedy the situation and encouraged the
adoption of a financing scheme which did not violate the equal protec- 
38tion clause.
In 1970, a suit was brought against both the Texas Board of 
Education and the State Commissioner of Education challenging the con­
stitutionality of the Texas system of allocating state funds for edu­
cation. The plaintiffs in Rodriguez v. San Antonio contended that the 
Texas system of school finance made education a function of the local 
property tax base. In substantiation of the charge, a survey of 110 
Texas school districts indicated that wealthy districts enjoyed a tax 
rate of thirty-one cents per $100 of property value yielding $585 per
pupil while poor districts with a rate of seventy cents per $100 value
39produced only $60 per pupil.
In late 1971, the federal district court ruled that the Texas
37Van Dusartz v. Hatfield, 334 F. Supp. 870 (D. Minn. 1971).
38Hudgins and Vacca, Law and Education:, pp. 125-126.
39
Rodriguez v. San Antonio Independent School District, 337 F. 
Supp. 280 (W. D. Texas, 1971).
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system of school finance violated both the federal and the Texas con­
stitutions. The court went beyond the Serrano and Van Dusartz deci­
sions by directing the state legislature of Texas to reorganize its 
school finance system within two years with the threat that should the 
legislature fail to act, the court "will take such further steps as 
may be necessary to implement both the purpose and spirit of this 
order."40
The Rodriguez case was accepted for review by the United States
Supreme Court on appeal made by the State of Texas. On March 21, 1973,
the court reversed the lower court decision by a vote of 5 to 4 and
thus nullified both the Rodriguez and the Van Dusartz case. The action
by the U.S. Supreme Court negated all related federal court actions
that were pending but did not directly affect those pending in state 
41courts.
Mr. Justice Powell voiced the opinion of the court which was
hased on two vital points. First, the appellees had been unable to
describe specifically the class of "poor" who were being discriminated
against; therefore it must be concluded "that the Texas system does
not operate to the secular advantage of any suspect class." Second,
the importance of public education, a service provided by the state,
does not in and of itself "determine whether it must be regarded as
fundamental for purposes of examination under the Equal Protection 
4T
Clause."
40Ibid.
41Burrup, Financing Education in a Climate of Change, p. 8.
42
San Antonio Ind. School Dist. v. Rodriguez, 411 U.S. 1, 93 S. 
Ct. 1278.
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Burrup notes that while the action of the United States Supreme
Court in Rodriguez in effect supported property taxation as the chief
source of local school financing, it is doubtful that the momentum
generated in the several states for school finance reform was 
44affected. The court found methods of financing education at the
time of Rodriguez to be unfair and chaotic but not so irrational as 
to be individiously discriminatory. Mr. Justice Marshall charged in
his dissenting opinion that the Court's decision was a retreat from 
its historic commitment to equality of educational opportunity.^^
Following the Rodriguez decision several cases were decided by 
state appellate courts. In the opinion of Hudgins and Vacca this 
action revealed the judicial trend of future litigation concerning 
public school finance.^
In Robinson v. Cahill, the Supreme Court of New Jersey upheld a 
superior court ruling that New Jersey's system of financing its pub­
lic schools was unconstitutional. In this decision in 1973, the 
court declared that the state's system of school finance discriminated 
against pupils in districts with low real property value and also 
against taxpayers by imposing unequal burdens for a common state pur­
pose. The court then ordered the state legislature to devise immedi­
ately a new financial scheme for public education in the state, but 
added that it was not suggesting that the same amount of money be spent
44Burrup, Financing Education in a Climate of Change, p. 8.
45San Antonio v. Rodriguez, 411 U.S. 1.
46Hudgins and Vacca, Law and Education:, p. 127.
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47on each pupil in recognition of differing pupil needs.
In a similar case, Milliken et. al. v. Green, the Michigan Su-*
preme Court held that the state's system of school finance relied on
the wealth of local school districts and resulted in substantial
inequity of maintenance and support of public education, thus denying
equal protection of the law as guaranteed by the Michigan Constitu- 
48tion. Hudgins and Vacca note that in this ruling in 1973, the
Michigan dourt did not require absolute equality in the distribution
of state educational resources to each child in public school. No
49court has yet required such action.
In December 1977, the Court of Common Pleas of Hamilton County,
Ohio, found the state's system of school finance in violation of the
Ohio Constitution. In Brinkman v. Gilligan the court ruled that the
statutory system which the legislature established for the financing
of public schools established invidious classifications among school
children in violation of the equal protection clause of the Ohio Con- 
50stitution.
The Supreme Court of Connecticut upheld the decision of a
superior court in Horton v. Meskill declaring the Connecticut system
of financing public schools violative of the state constitution but 
not the federal constitution. In this 1977 decision, the court stated 
"any system of financing education which depends primarily on a local 
property tax base without regard to the disparity in the financial
47Robinson v. Cahill, 303 A 2d 273 (N.J. 1973).
48Milliken et. al. v. Green, 203 W. W. 2d 457 (Mich. 1973).
49Hudgins and Vacca, Law and Education:, p. 128.
■^Brinkman v. Gilligan, No. C-3-74-304.
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ability to finance an educational program and with no significant
equalizing state support cannot pass strict judicial scrutiny.The
court further stated that the state legislature was the proper body to
52fashion a constitutional system of educational finance.
In review of court decisions in Serrano and the related cases 
which followed, Burrup has identified the following general principles 
and conclusions;
1. The public education of a child shall not depend on wealth 
other than the wealth of the state as a whole; this means 
that the quality of a child's education cannot be a func­
tion of the wealth of parents, his neighbors, or the 
school district.
2. Taxes levied for school purposes must generate the same 
total number of dollars per mill of tax in poor districts 
as in rich districts.
3. Since educational needs vary from district to district, 
the state does not have to require all of its school dis­
tricts to spend the same amount of money or offer identi­
cal educational programs.
4. Education is considered to be a fundamental interest of the 
state.
5. Although local property taxes discriminate against the 
poor, state legislatures are not required to eliminate 
them in favor of taxes on other sources of revenue.
6. Additional expenditures may be made by schools for pro­
grams for culturally disadvantaged children, and also for 
other educational needs of children that are significant 
and worthy of special treatment.
7. There is an implication, although not a direct ruling, 
that equitability must be established in school district 
capital-outlay expenditures in a way the same as that 
required for current expenditures.
8. No specific plan or plans have been mandated to achieve 
equitability in school finance formulas; states will be
'’"''Horton v. Meskill, 172 Conn. 615 (Conn. 1977),
52Ibid.
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allowed a reasonable period of time to revise their 
laws and bring them within court guidelines.^
Hudgins and Vacca identify increased state funding commitments 
instead of increased local dependence as the major thrust in current 
finance reform efforts. Noting the move among the various states to 
make statutory and policy changes aimed at carrying out state consti­
tutional mandates, Hudgins and Vacca ascribe the legal responsibility
for ensuring financial access to a quality education for each child
54directly to both state legislatures and state boards of education.
As the issue of equality of educational opportunity, as measured 
by the use of per pupil expenditures, was being addressed by the courts, 
a number of state school financing studies were constituted. The 
Education Commission of the States estimated that by the summer of 
1972, more than a hundred studies were being conducted in forty-nine 
states.Accompanying these state level efforts were several govern­
mental and professional studies. All of these state and national level 
studies had as a central focus the principle of fiscal neutrality; that 
is, the quality of a child's education could not be dependent upon the 
wealth of a single school district.
The National Education Finance Project, under the sponsorship 
of the Committee on Educational Finance of the National Education
53Burrup, Financing Education in a Climate of Change, pp. 9-10.
54Hudgins and Vacca, Law and Education:, pp. 130-131.
"^Education Commission of the States, Understanding Educator1s 
Financial Dilemma (Cenver: The Commission, 1972), p. 14.
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Association, was initiated in 1968. Chaired by Roe L. Johns, the 
NEFP, as the project is generally identified, was charged with making 
a nationwide study of the financing of public education from pre-first 
grade through adult and continuing education.
In Volume I of the report of NEFP, Johns and Thomas identified 
seven factors that were causing state programs for financing public 
education to be inadequate in terms of contemporary expectations.
These factors were;
1. A growing awareness of the importance of providing an 
adequate education for all citizens.
2. An increasing recognition of the need for differen­
tiated educational programs for individuals and groups 
having special learning needs.
3. A developing understanding of the importance of human 
capital to the well-being of a "brain-intensive" eco­
nomic system.
4. A burgeoning use by the federal government of appro­
priations earmarked for educational programs, that is, 
categorical aids designed to accomplish specific pur­
poses deemed in the national interest.
5. A growing disparity between the revenue available to 
the schools from traditional sources and the amount of 
money needed to mount programs that satisfy social 
demands.
6. An expanding population that needs to be educated in the 
public schools. This condition results from population 
growth and from rapid extension of free public education 
at both ends of the traditional age range.
7. A complex of population shifts, which has produced a 
"flight to suburbia" from the cities by relatively 
affluent, middle-class Americans and a movement to 
core cities by poorly educated and unskilled members of 
minority groups, so that the cities are faced with a 
great influx of "high-cost" citizens (in terms of their 
consumption of public services) at the same time that 
the revenue potentials of the cities are declining.56
56
Roe L. Johns and J. Alan Thomas, "Introduction", Dimensions 
of Educational Need (Gainesville, Fla.: National Educational Finance
Project, 1969), pp. 4-5.
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The report of the NEFP was presented in a series of regional 
conferences beginning in the fall of 1971. In recognition of the 
importance of this five-volume effort, Burrup has referenced it as the 
most comprehensive and significant study of school finance in recent 
years.Burrup, in further commentary, identified the following 
salient findings of the study:
1. People in all parts of the United States continue to 
have great confidence in the public school system 
despite its financial and other problems.
2. An urgent need exists for the various states to move 
more energetically and thoroughly into the planning 
role for financing education.
3. An immediate need exists for a substitute for the 
property tax, much maligned as a source of revenue 
for public education.
4. More than half the states had lawsuits pending against 
state school financial systems similar to cases already 
decided in California, Minnesota, Texas, and New 
Jersey.
5. State financial systems need to be improved to make 
them more equalizing. Most, if not all, states need 
to move into equalization programs that consider local 
district ability to pay as well as variations in unit 
costs and pupil costs.
6. New measures are being used to determine and compare 
the fiscal ability of school districts to finance an 
educational program. The assessed value of property 
per child to be educated will lose its validity with 
the gradual demise or minimization of the property 
tax. Newer measures of comparative ability will 
include income.
7. Nonproperty taxes tend to disequalize educational 
opportunity among local districts as much as property 
taxes do.
8. In practice, the cost differentials for various 
classes of pupils vary considerably. Using $1.00 as 
a base for comparative costs of pupils in grades 1-6, 
the currently existing cost per pupil in grades 10-12 
is $1.40, kindergarten $1.30, grades 7-9 $1.20, physi­
cally handicapped $3.25, and vocational-technical 
pupils $1.80.
57Burrup, Financing Education in a Climate of Change, p. 14.
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9. There is need to give financial consideration to cities 
to compensate for their higher percentages of high-cost 
children.
10. Federal aid to education should be general rather than
categorical. 8^
In a monograph reviewing the detailed studies of the NEFP, Johns 
and Alexander set forth the following ideals and principles of American 
education which must be translated into economic terms if sound equal 
financing of the nation's schools is to be achieved.
1. We must find ways to equalize education among children.
2. We must find ways to equalize expenditures among districts.
3. We must find ways to distribute the tax burden fairly.
4. We must seek the highest possible efficiency in school
organization. ^
5. We must find ways to assure educational accountability.
Johns and Morphet note that it is much easier to state intentions, 
ideals and principles than to follow through with appropriate accom­
plishments . While these authors acknowledge the progress made in some 
states towards eliminating gaps in educational opportunity they also 
reference the many states and local school districts in which the 
following conditions exist;
1. Adequate and appropriate educational opportunities are 
not provided for many students.
2. Public education, thus far, has facilitated social 
mobility only to a limited extent.
3. Many children do not have either an equal or an adequate
opportunity to develop their talents.
4. Present provisions for financing schools do not ensure
equality of educational opportunities or equity for tax­
payers.
58,, . ,Ibid.
59Roe L. Johns and Kern Alexander, Future Directions for School 
Financing (Gainesville, Fla.; National Education Finance Project,
1971), pp. 3-4.
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5. The provision of educational opportunities tends to be 
primarily a function of the taxable wealth of the district 
in which students reside rather than of the state.
6. The laws require, or at least condone, segregation of 
students on the basis of the boundaries and wealth of 
the district in which they reside, and perpetuate inequi­
ties for taxpayers and inequalities in opportunities for 
students by indefensible provisions for financing schools.
7. The expenditure of some of the funds provided for the 
support of education does not result in optimum returns 
on the investment.
8. Accountability for educational results often has been more 
a matter of "passing the buck" than the acceptance of 
shared responsibility by legislators, state and local 
officials, educators, parents and other citizens.
9. Many of the provisions for education and its support have 
not been modified to meet the needs of a changing society.
10. Many changes made in education have resulted from expedi­
ent decisions and actions and have not been carefully 
planned.
11. Some laws and policies tend to protect the concerns of 
special-interest groups or to develop or prevent —  
rather than to encourage —  needed changes in education.
12. Some provisions of the school finance laws discourage 
desirable district reorganization or desirable reorgani­
zation of school attendance centers.60
Several models of school finance were designed and analyzed by 
the NEFP in terms of their fiscal impact on school districts. These 
models ranged from complete local support through various shared state 
and local funding combinations to fully state funded programs. Although 
Johns and Alexander state that the selection of the "best" model for 
a state or school district depends entirely on the values and goals 
of those making decisions, they do identify the following fundamental 
guidelines for establishing educational equality among school districts.
1. State funds - distributed by any model examined - provide 
for some financial equalization, but some finance models 
provide more equalization than others.
60Roe L. Johns and Edgar L. Morphet, Planning School Finance 
Programs (Gainesville, Fla.: National Educational Finance Project,
1972), pp. 4-5.
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2. The flat grant model provides the least financial equali­
zation for a given amount of state aid of any of the 
state-local models because it does not take into account 
the variations in wealth of the district.
3. A flat grant model which takes into account some of the 
cost variations per pupil (i.e., weighting pupils), '.even 
though it ignores variations in wealth, provides more 
equalization than the flat grant model which fails to 
provide for any cost differentials and variations in 
wealth.
4. The equalization models which take into account cost 
differentials of various programs and variations in 
school district wealth are the most efficient methods 
for equalizing financial resources in states using 
state-local revenue allocations.
5. In equalization models, the greater the local tax leeway 
the less the equalization.
6. Complete equalization is attained only under a plan of full 
state funding or an equalization plan which includes all 
local school taxes in the required local effort for the 
state foundation program.
7. The higher the percentage of school revenue provided by
the state, the greater the equalization of financial
resources among districts.
8. The higher the percentage of school revenue provided
from local revenue, the greater the possibility for un­
equal financial resources and unequal educational oppor­
tunity in the state. A complete local support model 
provides no equalization among districts whatsoever.
9. The higher the percent of state funds provided, in rela­
tion to local revenue, the greater the progressivity of 
the tax structure for school support. State tax sources 
are generally more progressive than local tax sources.
10. The higher the percent of federal funds provided in rela­
tion to state and local revenues, the greater the pro­
gressivity of the school tax structure because federal 
taxes are generally more progressive than state and local 
taxes. 6*-
President Richard Nixon addressed the issue of property tax 
relief as a component of the equalization of educational funding in 
his State of the Union Message in January 1972. One specific proposal 
was for the establishment of the revenue sharing program which has 
since channeled millions of dollars to public education through state
^Johns and Alexander, Future Direction For School Finance,
pp. 54-55.
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and local governments. In review of Nixon's proposal, the Washington
News Bureau of the Phi Delta Kappa stated, "The nation's embryonic
school finance revolution has gained a prestigious sponsor - the Nixon
62Administration and its U.S. Office of Education."
President Nixon's interest in solving problems of financing pub­
lic education was further evidence by the creation of the President's
Commission on School Finance. The commission conducted a two-year
study under the chairmanship of Neil H. McElroy and issued its report 
in March of 1972. Burrup has identified the following significant 
recommendations of the commission:
1. Each state should assume responsibility for raising and 
allocating the funds required for education but leave
control of education at the local level.
2. State governments should assume responsibility for 
financing substantially all of the nonfederal outlays 
for public education, with local supplements permitted 
up to a level not to exceed 10 percent of the state 
allocation.
3. State allocations should include differentials based 
on educational need such as for education of handi­
capped and disadvantaged students.
4. The federal government should assume only a supplemen­
tary role to the states in financing education.
5. States should reorganize their school districts to 
provide more nearly equal tax bases.
6. Additional federal funds should be provided to help 
solve the unique problems of large city school districts.
7. Consideration should be given to financial assistance 
to non-public schools.
8. Programs in career education should be given greater 
financial assistance and priority.^
As the recommendations of the President's Commission are reviewed, 
it is evident that in Virginia most of the proposals have yet to be 
addressed. State influence and control at the local level have grown
62
"Washington Report", Phi Delta Kappan (April, 1972), p. 524.
63Burrup, Financing Education in a Climate of Change, p. 12.
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through enforced compliance with the programmatic and financial aspects 
of the Standards of Quality and state conducted administrative reviews 
of local operations. The development and implementation of the Standards 
of Learning, a grade by grade listing of measurable learner objectives, 
under the direction of the Virginia State Department of Education, has 
raised growing concerns that a mandatory state curriculum will soon 
become a reality. School funding in Virginia continues to be based on 
an average fifty-fifty sharing of the basic cost between state and 
local governments in contrast to the maximum ten percent local contri­
bution recommended by the commission. Perhaps most critical is 
Virginia's failure to provide continued supplemental funding to popula­
tion centers with large numbers of disadvantaged children, increasing 
demands on resources for social services and growing objections from 
overburdened property taxpayers.
A major study of the problems of financing education in the State 
of New York was conducted by the gubernatorial appointed State Com­
mission on Quality, Cost and Financing of Elementary and Secondary 
Education. Commonly named after its chairman, Manley Fleischmann, the 
Fleischmann Commission identified many of the problems and concerns 
faced by states and school divisions throughout the nation. In a 
background report preapred for the commission. Joel S. Berke classified 
the American system of financing public schools as one of the great 
anomalies of modern democratic government.^
64
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In support of his contention Berke notes the following conditions:
In a nation dedicated to the open society, to upward 
mobility for all citizens, we regularly distribute educa­
tional services in greater quantity and quality to pupils 
who live in the wealthiest and most advantaged suburban 
communities, and bestow considerably inferior education on 
children in the poorest school districts and in many of the 
older, deteriorating central cities.
In a society which has become increasingly mobile and 
migratory, where our economy is indisputably national in 
character, we continue to treat education as a predominantly 
local function, raising the bulk of revenues for the schools 
from local tax sources through inefficient local tax collec­
tion mechanisms.
In a federal system that has given the most democratic 
and dynamic revenue resource - the graduated income tax - 
to the national government, we rely upon it for only 7 per­
cent of school funds, typically turning to less elastic 
and more regressive state and local levies for fully 93 per­
cent of all public school costs.
In a country where for more than fifty years a consis­
tent goal of educational policy has been "equalization" in 
financing public schools, communities rich in property tax 
base characteristically tax themselves at lower rates yet 
realize far greater yields per pupil than do less favored 
districts which tax themselves harder yet raise less pro­
portionately and absolutely for their schools.
In a culture that devotes more money to elementary 
and secondary public education than to any other domestic 
governmental function, the way that schools are financed 
has until recently remained an area of vast ignorance to 
all but a small band of initiates, whose discussions fre­
quently turn on such arcane matters as Strayer-Haig formu­
las, minimum foundation programs, teacher units, density 
and sparsity factors, and state sharing ratios - a patois 
indecipherable by the average public spirited citizen or 
local legislator. 5
Berke summarized his perception of the situation by stating,
"American school finance is characterized by inequity, irrationality,
66and by the consistent denial of equal educational opportunity."
The report of the Fleischmann Commission issued in 1972 con­
tended that the fiscal crisis in public education faced a "double 
edged dilemma: first, a failure to raise adequate revenues through
65Ibid., pp. 1-2.
66_, .
Ibid., p. 2.
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equitable means, and second, an inability to allocate revenues in an
effective and equitable manner.
The principle recommendations of the Fleischmann Commission as
identified by Burrup were:
(1) use of a statewide property tax for school support, 
with school districts having a five-year period to ad­
just their current local rate to the new level; (2) an 
equalization plan to level the expenditures of all 
districts to a degree that approaches the level of the 
more affluent districts; (3) an outlay by districts 
of 50 percent more for disadvantaged students than for 
normal or average ones; and (4) greater federal support 
for education in New York Schools.68
The national attention focused on court actions and the result­
ing changes in state school funding formulas coupled with the findings 
and recommendations of prestigious national and state committees pro­
duced an abundance of studies, articles, analyses and commentaries 
related to school finance. The central issue in most of these efforts 
was equality of educational opportunity. The law of the land in 
respect to this matter had apparently been established. The quality 
of a child's education could not be dependent upon the wealth of his 
parents nor of his school district. The wealth of each state must be 
distributed so as to insure equal educational opportunities for all of 
its children.
Four interacting factors have been identified by Berke as contrib­
uting to the national concern for equity in school finance. First, 
the erosion of confidence in public schools has become increasingly 
apparent. Widely circulated books such as Death at an Early Age by
67Joel S. Berke, "The Current Crisis in School Finance," Phi 
Delta Kappan (September, 1982), p. 2.
68Burrup, Financing Education in a Climate of Change, p. 13.
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Robert Coles and Crisis in the Classroom by Charles Silberman, have
warned that public education is unable to cope with the needs of today's 
69students. The January, 1981 issue of the ubiquitious Readers' Diges t 
includes a reprint of Time magazine's article, "Help! Teacher Can't 
Teach!", which strikes at the heart of public education, the competance 
of the classroom teacher.^
The second influencing factor identified by Berke is the tax­
payer's revolt against school and other government spending. Large 
city systems have reported elimination of experimental, enrichment 
and athletic programs. Some school districts have experienced forced 
closings as funds were exhausted and tax increases were rejected by 
voters. The third cause of the new interest in school finance is the 
general fiscal crisis in education. Berke notes that the rates of 
spending on education by all levels of government have shown growth 
trends that exceed those of nearly all other sectors of the public 
economy. Berke further suggests that no matter how much money is 
"poured through the leaky sieves of state finance systems" only a small 
proportion reaches the areas most in need of added resources. The 
final factor, according to Berke, has been the great attention focused 
on widely publicized court actions. Change mandated by these decisions
have the potential to result in sizable tax increases in many low-tax
71high wealth districts.
69Berke, Campbell and Goettel, Financing Equal Educational 
Opportunity, p. 3.
^Time, "Help! Teacher Can't Teach!" Reader's Digest (January, 
1981), pp. 88-92.
^Berke, Campbell and Goettel, Financing Equal Educational 
Opportunity, pp. 3-4.
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Economist Walter Heller has viewed the problem of educational 
inequalities and disparities among and within states as centered in 
the balance between property taxes and other taxes and among local, 
state and federal responsibility for school financing. Heller 
referenced three particular aspects of disparities between state and 
local governments. First is the disparity in the ability to finance 
education and other services. Per capita incomes and property values 
differ greatly among states and various school districts within states. 
The second aspect of disparity is need. The percentages of children 
needing compensatory education may well be in inverse proportion to 
the wealth of their school districts. The third aspect identified by 
Heller is cost. Areas with high crime rates, severe pollution prob­
lems, decaying housing and public facilities and hard to educate
72children have restricted abilities, greater needs and higher costs.
Heller suggests that the national interest in education requires 
a far higher federal investment than current levels. Noting that 
benefits and penalties know no geographical boundaries, Heller states 
that the national economic balance of advantages demands that the
federal government bear a larger share of the burden of educational
. 73 costs.
Arthur Wise has defined school finance reform as an effort which 
has as its apparent objective the equalization of educational expendi­
72
Walter W. Heller, "The National Economic Setting for Education", 
Today's Education (November - December, 1973), pp. 66-67.
73Ibid., p. 67.
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tures within a state. Noting several shifts in the emphasis in school 
finance reform, Wise identified the initial focus as being based on 
fairness, the objective being to narrow the range of expenditures 
between high and low wealth districts. Following extensive court 
actions, concerns were centered on the constitutionality of various 
programs for financing education. Emerging from issues of constitution­
ality came the objective of providing an adequate education for all. 
Thus Wise concludes that the concern for equity has given way to a con­
cern for adequacy.
In opposition to the concept of educational adequacy, Wise sug­
gests that it is a diversion from future school finance reform and 
suffers from an inherent deficiency of accountability. According to 
Wise, the U.S. Supreme Court decision in Rodriguez implicitly requires 
that a state need not be concerned about providing equal educational 
opportunity but only about minimum educational adequacy.
Gilbert Bursley, Vice Chairman of the Education Task Force of 
the National Conference of State Legislators, views the progressive 
actions taken towards school finance reforms with considerable opti­
mism. Bursley references the continued increase in state shares of 
educational funding as a positive trend. The consolidation of small 
school districts, often under state mandate, is also credited with 
reducing inequalities in wealth among school districts. Property tax 
relief programs adopted by many states in tandem with school finance
Arthur E. Wise, "Minimum Educational Adequacy" Beyond School 
Finance Reform," Journal of Educational Finance I (Spring, 1976), 
pp. 468-472.
75Ibid., p. 476.
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reforms have helped school districts with disproportionaltey high per­
centages of senior citizens and low income residents, thereby providing
76
fiscal equity for local taxpayers as well as children.
Writing in the Phi Delta Kappan in 1972, Roe L. Johns reviewed 
his own studies and those of others in the field of school finance in 
projecting the changes in educational funding during the decade of the 
1970's. Johns referenced the slow progress being made towards 
equalization and noted that true equalization involved much more than 
financial consideration.77
Johns expressed particular concern for the needs of the large 
cities with high concentrations of disadvantaged pupils, municipal 
overburdens for social services and declining tax bases. The approach 
to equalization advocated by Johns is apparent in the following state­
ment:
Equality of educational opportunity in the United States 
will require substantially full state and federal funding of 
public education. A fiscal policy of making a child's educa­
tion a function of the wealth of the district in which he 
resides is an obsolete concept, inconsistent with the ideals 
and principles upon which this nation was founded.78
Equalization of educational opportunity as measured by per pupil
spending has not met with universal acceptance. Lucile Musmanno of
the Education Commission of the States referenced equalization as the
^Gilbert E. Bursley, "The Political Strategies and Fiscal Rami­
fications of Educational Finance Reform," Journal of Education Finance 
I_ (Summer, 1975), pp. 1-4.
77Roe L. Johns, "The Coming Revolution in School Financing." Phi
Delta Kappan (September, 1972), pp. 20-22.
78Ibid., p. 21.
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principle cause of a head on collision between the democratic ideal
79and the economic philosophy of capitalism occurring in the mid 1970's.
Musmanno equates opposition to equalization to belief in the pro­
fit motive of the free enterprise system. "A man is entitled to the
fruits of his labor, a corporation to its profits, a school district's
80to the revenue produced from its tax base.
Gregg W. Downey, senior editor of the American School Board
Journal, has taken a strong stand in opposition to the Illinois' plan
of equalization which places a lid on spending by high expenditure
districts, thereby, according to Downey, equalizing them into medi- 
81ocnty.
Referencing the historical support of public education by the 
residents of the wealthy New Trier Township on Chicago's North Shore, 
Downey presents a list of actual and pending cuts in personnel and 
programs mandated by the Illinois restriction on local spending for 
schools. New Trier High School, once called a "lighthouse of public 
education" by James B. Conant is seen as being in danger of degenera­
ting into just another high school with the concomitant lowering of
82academic standards from excellent to acceptable.
Downey summarizes his arguments against the Illinois plan by 
noting that school districts which have traditionally funded high 
quality education are being restricted while other districts are going
Lucile Musmanno, "Ideological Conflicts in School Finance," 
Journal of Educational Finance I (Summer, 1975), p. 96.
80Ibid., p. 97.
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Gregg W. Downey, "How One of North America's Greatest Public 
High Schools is Being Equalized to Death," The American School Board 
Journal (August, 1976), p. 35.
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without significant increases in their revenues. Thus a leveling down
83of the quality of public education has occurred.
Additional strong objections to the Illinois plan have been 
voiced by Charles Fowler, superintendent of schools in DeKalb, Illinois. 
Fowler depicted the Illinois plan as the "great equalization rip-off," 
and suggested that two approaches are available to states seeking to
84
equalize school expenditures and most have elected the cheap way out.
The alternative to the adopted plan of restricted spending is the
increase in aid to low expenditure districts to a realistic level. The
alternative would require a substantial increase in state funds and in
85all probability would force a significant tax increase. Fowler 
equates the equalization effort to a game with the winners being 
teacher unions, private schools and state control advocates and the 
losers represented by school children, concerned parents and local 
school boards.88
Action toward equalization taken in Virginia has averted some of 
the objections raised by Musmanno, Downey and Fowler. Not only has 
there been no limit imposed on local spending for schools but also 
school divisions have been rewarded with incentive funds from state
QO
° Ibid., p. 37.
83Ibid.
84Charles W. Fowler, "Should We Take Care Lest We Equalize Our 
Schools Into Mediocrity," The American School Board Journal (June,
1975), p. 47.
O C
Ibid., p. 48.
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appropriations when the minimum state required per pupil expenditure 
is exceeded. The absence of a limit on local expenditures plus the 
failure of the state to establish and fully fund a basic program which 
approximates the actual average cost of education in the Commonwealth 
must be held to contribute to the continuing disparity in per pupil 
expenditures in Virginia.
Several issues related to equalization have raised questions that 
require further review and research. The true measurement of a school 
district's ability to finance education must include not only multiple 
indicators of available wealth but also recognition of the demands for 
resources by other essential governmental services. The differing cost 
of educating children with diverse backgrounds and educational needs 
has demonstrated that a dollar for dollar equalization in spending on 
a per pupil basis will in no way insure equal educational opportunity.
The standard measure of school district wealth used in equali­
zation formulas has been the true- value of property per pupil. Odden 
suggests that assessed valuation per capita is a preferred measure 
since it provides a neutral indicator of the ability of a local govern­
ment to finance all governmental expenditures from property taxation. 
Odden further contends that per capita income is a more accurate
measure of the wealth of individuals and school districts than is 
87property value.
The index-ratio through which state funds for educational pur­
poses are distributed in Virginia includes measures of personal in­
come in conjunction with property values. Also included in the
87Allan Odden, "Alternative Measures of School District Wealth," 
Journal of Education Finance I (Winter, 1979), p. 356.
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Virginia formula is a component based on retail sales in recognition 
of local revenue generated by one cent of each four cents collected 
in state sales tax and returned to the locality on a school-age popu­
lation basis. The composite Virginia formula avoids some of the con­
cerns and objections expressed by Odden in his opposition to tra­
ditional measures of school district wealth.
Large cities and areas with dense urban populations would stand
to benefit most if the proposals set forth by Odden are implemented.
The demand for extensive social services inherent in such areas place
an enormous requirement on local resources, and the density of housing
generally produces a high percentage of children who require extensive
88and expensive supportive educational services.
Townsel of Howard University reviewed the conditions that have 
reduced the ability of large urban centers to finance essential 
educational services. Townsel identified the flight of the affluent 
to the suburbs, closings of urban factories and businesses, the dis­
proportionate amount of tax-exempt property in population centers and 
the increase in non-educational municipal expenses as principle 
causes in the reduced ability of urban school districts to finance 
education.8^
Townsel investigated the school finance distribution patterns in 
sixteen states, Virginia not included, in terms of urban adjustments.
88Ibid., p. 357.
89Alvin H. Townsel "Adjustments For Urban Fiscal Problems in 
State School Finance Systems," Journal of Education Finance II (Summer
1976), pp. 50t51.
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While conceeding that much has been accomplished in recent years in
terms of providing for the needs of individual students, Townsel sug-
90gests the need for a more concentrated effort in this regard.
Among the promising state level provisions for urban educational
needs identified by Townsel is a weighting factor for disadvantaged
students. Three indicators of such students which have been employed
are: minority and bilingual ratios; proportion of pupils receiving
91Aid For Dependent Children; and student achievement levels. Of
these indicators Townsel considers the proportion of AFDC pupils to
be of greatest significance, although only six of the states studied
responded to this factor in their funding formulas. Thirteen of the
states included programs for bilingual students while only one took
92into account the level of student achievement. Recent nationwide 
objections to the scheduled federal requirement addressing bilingual 
education were in large measure based on the realization of the high 
cost such a program would require.
Writing in 1976, Stultz examined the cost differential approach 
for students with special needs in terms of projected cost by 1980. 
Stultz reviewed the findings of the NEFP regarding the cost differen­
tials or "weights" of providing educational services for vocational 
and handicapped children. These weights were expressed in terms of 
ratios to the basic cost of education. For example, the NEFP esti­
mated vhe cost of the basic program provided for a vocational agri-
90Ibid., p. 71. 
91Ibid., p. 70. 
92Ibid., pp. 69-71.
43
93culture student to be 1.6 to 2.6 times the cost of the basic program.
Stultz estimated national memberships and the requirement for 
programs by 1980. Applying the NEFP suggested weights, Stultz pro­
jected the need for an average 217 percent increase in funding for 
programs for handicapped children between 1974 and 1980, an increase
of 124 percent for vocational education and an increase of 186 percent
94in funding of compensatory or remedial education. Stultz, however, 
predicted base cost increases by fitting a linear regression to per 
pupil expenditures from 1967-68 to 1973-74 and extrapolating this
Q C
trend to 1979-80. The high rate of inflation in the late 1970's
would have affected the validity of much of this data.
The concept of pupil weightings as a legitimate cause for
unequal per pupil expenditures has been supported by McLure of the
University of Illinois. McLure referenced the traditional categories
of weighted pupils such as handicapped and vocational as being most
accepted. He further suggested that sparsity of population and an
unusually large number of children in early childhood programs provided
96justifiable cause for. excess expenditure.
The question of the relationship of cost to quality of education 
has been identified by Hornbostel of the University of Tulsa as one of 
the major issues in school finance reform. Hornbostel referenced
93James R. Stultz, "The Incidence of Educational Needs and The 
Cost of Meeting These Needs in the United States in 1980," Journal of 
Education Finance I (Winter, 1976), p. 361.
94Ibid., p. 370.
Ibid.
96William P. McLure, "Pupil Weightings Investment Differentials," 
Journal of Educational Finance II (Summer, 1976), p. 73.
44
the analyses done by Mort and his students in concluding that high
expenditure schools generally do a better job of teaching basic skills,
interrelating areas of knowledge, individualizing instruction and in
developing special talents and creativity in children than do low
97expenditure schools. Hornbostel further referenced the support of
the findings of Mort by other major studies of school spending and
student achievement, including those conducted by The Advisory Commis-
98sion On Intergovernmental Relations.
The issue of equality of educational opportunity continues to be
addressed by courts and legislatures throughout the nation. One of the
most recent actions was taken in Connecticut with the signing into law
of an "Act Concerning Equalization of Educational Financing and Equity
in Educational Opportunity," on April 29, 1979 by the late Governor
Ella Grasso. Referred to as a laboratory for the study of fiscal reform
by Leo Mann, the Connecticut plan includes many of the equalization
99concepts endorsed in other studies or in other legislation.
The Connecticut Act creates a guaranteed property tax base 
determined by the state average for all school districts. Personal 
income is incorporated into the procedure for determining local tax 
paying ability, and educational need is addressed by students receiving 
financial assistance under provisions of the Aid For Dependent Children 
Act, at a 1.5 weighted ratio. An elastic minimum expenditure require-
97Victor 0. Hornbostel, "School Finance Reform," Today's 
Education (November - December, 1973), pp. 71-72.
Q O
Ibid., p. 72.
Leo L. Mann, "School Finance Reform In Connecticut," Phi 
Delta Kappan (December 1980), p. 250.
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ment is incorporated into the plan through which the minimum expendi­
ture in each school district is determined by the median per pupil 
expenditure in the state for the fiscal year two years prior to the
date plus one-fourth again as much for each AFDC pupil in the sys- 
100tem.
Educational equity is considered by Mann to be the hallmark of 
the Connecticut plan. A specific minimum program of instruction is 
required of all school districts and a procedure through which in­
adequacies in local school districts can be addressed and remedied is 
prescribed. The Connecticut plan is perceived by some as centralizing 
authority in the State Department of Education and reducing the power 
of local school boards. It has been estimated that when the plan is 
phased in for full funding in 1984, the cost to the state may reach 
a half billion dollars thereby forcing Connecticut to examine its 
taxation.'*'^  The Connecticut plan is complex and perhaps unfundable.
Its purpose, however, as identified by Governor Grasso, is quite
102simple, "better schooling through better funding." Irrespective
of the problems, objections and matters yet to be resolved, Mann
endorses the Connecticut plan as a good faith effort by the state
legislature to provide equitable opportunities for the state's public 
103school children.
Ibid.
101Ibid., p. 251. 
102u^Ibid., p. 250. 
Ibid.
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The issue of equalization of spending for public education in 
Virginia has been addressed in this study. Under the current 
Virginia plan, no consideration is given to differing regional costs, 
density or sparsity of population or special needs as determined by 
socio-economic factors. The focus of the study has therefore been 
the relative per pupil expenditures for operation of the school 
divisions of the Commonwealth. The specific issues to be investigated 
have been set forth in the stated hypotheses.
A comparison of the disparities in per pupil expenditures among 
the school divisions of the state between the 1969-70 and the 1979-80 
budget years is presented in Chapter II of this study. The comparisons 
were made in terms of percentages in order to eliminate the influence 
of inflation on comparative dollar values. Further comparisons were 
made between the 10 percent of school divisions with the highest per 
pupil expenditures in each of the referenced years and between the 10 
percent of school divisions with the lowest per pupil expenditure in 
the referenced years.
Chapter III contains a ranking of school divisions in Virginia 
in terms of 1979-80 per pupil expenditures in comparison with real 
property values within each division on a per pupil basis. The hypo­
thesis investigated in Chapter III specified that contrary to the 
principle of fiscal neutrality established by case law, per pupil 
expenditures in Virginia are dependent on real property values within 
each division.
The relationship of the composite index to combined state and 
local per pupil expenditures is examined in Chapter IV. The stated 
hypothesis suggests that some school divisions have allowed the exis-
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tence of low composite indexes to justify maintaining minimum levels 
of local expenditures while high index ratios have not discouraged 
other localities from expending funds well in excess of required mini- 
mums and state averages.
Chapter V consists of a review of the proceedings of the General 
Assembly and other state agencies in the development and adoption of 
the current formula for funding of public education in Virginia. An 
investigation was made of the intent of the legislature to reduce 
disparities in per pupil expenditures among the school divisions of 
the Commonwealth.
In Chapter VI a compilation and an analysis of the findings and 
conclusions of the study are presented. The effectiveness of the cur­
rent state formula for the funding of public education was considered
in terms of the reduction of disparities in per pupil expenditures 
among the school divisions of the Commonwealth since the adoption of 
the formula. The chapter concludes with suggestions for further 
research and analysis of the funding of public education in Virginia.
The emphasis in the funding of public education since 1970 has 
been placed on eliminating discrimination in educational opportunity
and quality as a condition of wealth held by an individual and
school division. To investigate progress towards this objective in 
Virginia one must first turn to the disparities that existed in per 
pupil expenditures in the state in 1969-70 and make comparisons with 
any disparities that existed in 1979-80.
CHAPTER II
A COMPARISON OF SPENDING FOR PUBLIC EDUCATION IN VIRGINIA 
BETWEEN THE YEARS OF 1969-70 AND 1979-80
Expenditures for public education in Virginia increased from 
$603 per pupil in average daily membership in 1969-70 to $1753 per 
pupil in average daily membership in 1979-80. Regardless of this 
increase in average expenditures, inequities in per pupil expenditures 
among the school divisions of the Commonwealth continued to exist.
It was hypothesized (Hypothesis 1) that fiscal neutrality among 
the school divisions of Virginia showed no significant improvement 
between the compared years of 1969-70 and 1979-80. To investigate 
the stated hypothesis, a comparison of data from the 1969-70 and 
the 1979-80 editions of Facing-Up: Statistical Data on Virginia Public 
Schools was made.^ The 1969-70 information was converted from ave­
rage daily attendance to average daily membership computations to 
provide a common basis of comparison with the 1979-80 figures. The 
conversion was accomplished by dividing the total cost of operation 
for each school division listed in Table 8 of the 1969-70 edition of 
Facing-Up: Statistical Data on Virginia's Public Schools by the 
average daily membership for each division listed in Table 54 of the
^Virginia Department of Education, Facing-Up: Statistical Data 
on Virginia's Public Schools, Vols. 4, 14: (Richmond, Virginia: State 
Department of Education, 1970, 1980).
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same publication.
Table 1 identifies per pupil expenditures in school divisions in 
Virginia in 1969-70 and in 1979-80. Actual dollar expenditures are 
shown, and the percentages by which these expenditures vary from the 
state averages in their respective years are identified.
Several comparisons can be made from the information displayed 
in Table 1. In 1969-70, 30 school divisions exceeded the state ave­
rage expenditure of $603 per pupil in average daily membership, and 
in 1979-80, 30 school divisions exceeded the $1753 average. The con­
comitant factor is that 102 divisions spent below the state average 
in both 1969-70 and 1979-80.
Of the 30 school divisions exceeding the state average in 1969-70, 
13 were less than five percent above the average, while in 1979-80 
eight of the 31 divisions exceeding the state average per pupil expen­
diture fell within the five percent margin. In 1969-70, six school 
divisions were between five and ten percent above the average expendi­
ture; however, in 1979-80, 10 school divisions were within that range.
Expenditures between 10 and 15 percent above average were 
recorded by six school divisions in 1969-70 and by two divisions in 
1979-80. In 1969-70, one division spent between 15 and 20 percent 
above average; two divisions exceeded the average by comparable per­
centages in 1979-80, One division exceeded the average for 1969 by 
10.9 percent. No division fell within the 20 to 25 percent range in 
1979-80; however, in that year three divisions spent between 25 and 
30 percent above the state average.
Three school divisions in 1969-70 and five divisions in 1979-80 
exceeded the state averages by even higher percentages. In 1969-70,
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TABLE 1
COMPARISON OF EXPENDITURES PER PUPIL IN AVERAGE DAILY MEMBERSHIP 
AMONG THE SCHOOL DIVISIONS OF VIRGINIA 1969-70 AND 1979-80
Division
1969-70 
Expendi­
ture 
Per ADM
% + Or - 
State 
Average 
of $603
1979-80 
Expendi­
ture 
Per ADM
% + Or - 
State 
Average 
$1,753
Counties
Accomack $ 524 -13.1 $1,525 -13.0
Albemarle 608 + .8 1,786 + 1.9
Alleghany 464 -23.1 1,409 -19.6
Amelia 617 + 2.3 1,637 - 6.6
Amherst 441 -26.9 1,361 -22.4
Appomattox 533 -11.6 1,358 -22.5
Arlington 1,089 +80.6 3,572 +103.7
Augusta 519 -13.9 1,446 -17.5
Bath 623 + 3.3 2,201 +25.6
Bedford 463 -23.2 1,446 -17.5
Bland 575 - 4.6 1,285 -26.7
Botetourt 507 -15.9 1,470 -16.1
Brunswick 597 - 1.0 1,667 - 4.9
Buchanan 526 -12.8 1,706 - 2.7
Buckingham 511 -15.3 1,435 -18.1
Campbell 470 -22.1 1,446 -17.5
Caroline 505 -16.3 1,295 -26.1
Carroll 533 -11.6 1,399 -20.2
Charles City 480 -20.4 1,835 + 1.0
Charlotte 594 - 1.5 1,390 -20.7
Chesterfield 560 - 7.1 1,553 -11.4
Clarke 598 - 1.0 1,583 - 9.7
Craig 566 - 6.1 1,483 -15.4
Culpeper 490 -18.7 1,540 -12.2
Ciomber land 505 -16.3 1,429 -18.5
Dickinson 582 - 3.5 1,748 - .3
Dinwiddie 568 - 5.8 1,683 - 4.0
Essex 500 -17.1 1,632 - 6.9
Fairfax 729 +20.9 2,222 +26.8
Fauquier 544 - 9.8 1,654 - 5.6
Floyd 540 -10.5 1,473 -16.0
Fluvanna 561 - 7.0 1,542 -12.0
Franklin 452 -25.0 1,336 -23.8
Frederick 472 -21.7 1,392 -20.6
Giles 609 + 1.0 1,573 -10.3
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TABLE 1-Continued
Division
1969-70 
Expendi­
ture 
Per ADM
% + Or - 
State 
Average 
of $603
1979-80 
Expendi­
ture 
Per ADM
% + Or - 
State 
Average 
$1,753
Counties
Gloucester $ 516 -14.4 1,459 -16.8
Goochland 545 - 9.6 1,902 + 8.5
Grayson 490 -18.7 1,259 -28.2
Green 428 -29.0 1,522 -13.2
Greenville 521 -13.6 1,362 -22.3
Halifax 530 -12.1 1,564 -10.8
Hanover 481 -20.2 1,352 -22.9
Henrico 618 + 2.5 1,917 + 9.4
Henry 463 -23.2 1,409 -19.6
Highland 640 + 6.1 2,073 +18.3
Isle of Wight 506 -16.1 1,528 -12.8
King George 574 - 4.8 1,481 -15.5
King & Queen 596 - 1.2 1,781 + 1.6
King William 565 - 6.3 1,718 - 2.0
Lancaster 532 -11.8 1,556 -11.2
Lee 665 +10.3 1,594 - 9.1
Loudon 550 - 8.8 1,724 - 1.7
Louisa 466 -22.7 1,503 -14.3
Lunenburg 568 - 5.8 1,565 -10.7
Madison 523 -13.3 1,598 - 8.8
Mathews 547 - 9.3 1,470 -16.1
Mecklenburg 486 -19.4 1,491 -14.9
Middlesex 595 - 1.3 1,552 -11.5
Montgomery 500 -17.1 1,488 -15.1
Nelson 609 + 1.0 1,655 - 5.6
New Kent 571 - 5.3 1,716 - 2.1
Northampton 470 -22.1 1,954 +11.5
Northumberland 551 - 8.6 1,877 + 7.1
Nottoway 576 - 4.5 1,495 -14.7
Orange 543 -10.0 1,544 -11.9
Page 507 -15.9 1,317 -24.9
Patrick 468 -22.4 1,285 -26.7
Pittsylvania 499 -17.2 1,422 -18.9
Powhatan 668 +10.8 1,328 -24.2
Prince Edward 617 + 2.3 1,616 - 7.8
Prince George 534 -11.4 1,636 - 6.7
Prince William 612 + 1.5 1,813 + 3.4
Pulaski 483 -19.9 1,293 -26.2
Rappahannock 488 -19.1 1,383 -21.1
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TABLE 1-Continued
Division
1969-70 
Expendi­
ture 
Per ADM
% + Or - 
State 
Average 
of $603
1979-80 
Expendi­
ture 
Per ADM
% + Or - 
State 
Average 
$1,753
Counties 
Richmond Co. $ 545 - 9.6 1,592 - 9.2
Roanoke Co. 526 -12.8 1,769 + .9
Rockbridge 589 - 2.3 1,602 - 8.6
Rockingham 464 -23.1 1,423 -18.8
Russell 512 -15.1 1,615 - 7.9
Scott 544 - 9.8 1,411 -19.5
Shenandoah 497 -17.6 1,389 -20.8
Smyth 463 -23.2 1,244 -29.0
Southampton 531 -11.9 1,667 - 4.9
Spotsylvania 505 -16.3 1,285 -26.7
Stafford 503 -16.6 1,326 -24.4
Surry 476 -21.1 2,229 +27.2
Sussex 512 -15.1 1,644 - 6.2
Tazewell 514 -14.8 1,392 -20.6
Warren 483 -19.9 1,426 -18.7
Washington 522 -13.4 1,449 -17.3
Westmoreland 571 - 5.3 1,685 - 3.9
Wise 507 -15.9 1,562 -10.9
Wythe 528 -12.4 1,278 -27.1
York 593 - 1.7 1,560 -11.0
Towns
Cape Charles 545 - 9.6 1,773 + 1.5
Colonial Beach 648 + 7.5 1,468 -16.3
Fries 423 -29.9 1,228 -29.9
West Point 626 + 3.8 1,880 + 7.2
Cities
Alexandria 869 +44.1 3,026 +72.6
Bristol 550 - 8.8 1,598 - 8.8
Buena Vista 547 - 9.3 1,381 -21.2
Charlottesville 673 +11.6 2,519 +43.7
Chesapeake 554 - 8.1 1,477 -15.7
Clifton Forge 472 - 5.1 1,920 + 9.5
Colonial Heights 464 -23.1 1,564 -10.8
Danville 495 -17.9 1,548 -11.7
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TABLE 1-Continued
1969-70 % + Or - 1979-80 % + Or -
Division Expend!- State Expendi­ Stateture Average ture Average
Per ADM of $603 Per ADM $1,753
Cities
Falls Church $1,095 +75.6 3,510 +100.2
Franklin 540 -10.5 1,639 - 6.5
Fr eder icksburg 634 + 5.1 2,170 + 23.8
Galax 482 -20.1 1,513 - 13.7
Hampton 549 - 9.0 1,553 - 11.4
Harrisonburg 671 +11.3 1,831 + 4.4
Hopewell 588 - 2.5 1,685 + 3.9
Lexington 621 + 3.0 1,522 - 13.2
Lynchburg 677 +12.3 1,922 + 9.6
Martinsville 595 - 1.3 1,641 - . 6.4
Newport News 616 + 2.2 1,878 + 7.1
Norfolk 636 + 5.5 1,955 + 11.5
Norton 519 -13.9 1,366 - 22.1
Petersburg 645 + 7.0 1,923 + 9.7
Poquoson 490 -18.7 1,205 - 31.3
Portsmouth 561 - 7.0 1,634 - 6.8
Radford 614 + 1.8 1,547 - 11.8
Richmond 7.9 +19.2 2,507 + 43.0
Roanoke 646 + 7.1 1,827 + 4.2
South Boston 517 -14.3 1,384 - 21.1
Staunton 591 - 2.0 1,537 - 12.3
Suffolk 584 - 3.2 1,485 - 15.3
Virginia Beach 525 -12.9 1,344 - .23.3
Waynesboro 617 + 2.3 1,715 - 2.3
Williamsburg-James
City 692 +14.8 2,096 +19.2
Winchester 599 - .7 1,947 +11.1
STATE AVERAGE $ 603 1,753
SOURCE: Virginia Department of Education, Facing Up-5: 
Statistical Data on Virginia's Public Schools (Richmond: Department of 
Education, 1971), pp. 44-52.
SOURCE: Virginia Department of Education, Facing Up-15: Statis­
tical Data on Virginia's Public Schools (Richmond: Department of 
Education, 1981), pp. 53-59.
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expenditures of 44.1 percent, 75.6 percent and 80.6 percent above ave­
rage were made by the three highest spending school divisions. In 
1979-80 the five highest spending divisions were 43.0 percent, 43.7 per­
cent, 72.6 percent, 100.2 percent and 103.7 percent above the state 
average. The average by which the state norm was exceeded by the 30 
above average spending school divisions in 1969-70 was 12.59 percent, 
while in 1979-80 the 31 higher spending divisions were an average of 
20.05 percent above the state average per pupil expenditure.
Of the 102 school divisions spending below the state average in 
1969-70, 16 were within five percent of the average. Eleven of the 101 
divisions below average expenditure in 1979-80 were no more than five 
percent below average. Twenty-four divisions in 1969-70 spent between 
five and ten percent below average and 16 divisions were within that 
range in 1979-80. Twenty-two divisions in 1969-70 and in 1979-80 recorded 
expenditures between 15 and 20 below the state per pupil average. Fif­
teen divisions in 1969-70 and 18 in 1979-80 spent between 20 and 25 per­
cent below state averages. The three divisions of lowest expenditures 
in 1969-70 were between 25 and 30 percent below the state average. Nine 
divisions in 1979-80 fell within that range with the division of lowest 
expenditure being 31.3 percent below the state average. The 102 school 
divisions spending less than the state per pupil average in 1969-70 
averaged 13.0 percent below the state norm. The 101 lower spending 
divisions in 1979-80 averaged 14.95 percent below the average.
Table 2 provides a comparison of the 13 school divisions in 
Virginia, approximately ten percent, with the highest per pupil expen­
ditures in 1969-70 with the 13 divisions with the highest per pupil 
expenditures in 1979-80. Seven divisions are common to both groups.
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TABLE 2
COMPARISON OF THIRTEEN SCHOOL DIVISIONS WITH HIGHEST EXPENDITURES 
PER PUPIL IN AVERAGE DAILY MEMBERSHIP IN 1969-70 AND 1979-80
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1 Arlington $1,089 80.6 Arlington 3,572 103.7
2 Falls Church 1,059 75.6 Falls Church 3,510 100.2
3 Alexandria 869 44.1 Alexandria 3,026 72.6
4 Fairfax 729 20.9 Charlottesville 2,519 43.7
5 Richmond City 719 19.2 Richmond City 2,507 43.0
6 Williamsburg- Surry 2,229 27.2
James City 692 14.8
7 Lynchburg 677 12.3 Fairfax 2,222 26.8
8 Charlottesville 673 11.6 Bath 2,201 25.6
9 Harrisonburg 671 11.3 Fr eder icksb urg 2,170 23.8
10 Powhatan 668 10.8 Williamsburg-
James City 2,090 19.2
11 Lee 665 10.3 Highland 2^073 18.3
12 Colonial Beach 648 7.5 Norfolk 1,955 11.5
13 Roanoke City 646 7.1 Northampton 1,954 11.5
SOURCE: Virginia Department of Education, Facing Up-5: Statistical 
Data on Virginia’s Public Schools (Richmond: Department of Education, 
1971), pp. 44-52.
SOURCE: Virginia Department of Education, Facing Up-15: Statisti­
cal Data on Virginia's Public Schools (Richmond: Department of Educa­
tion, 1981), pp. 53-59.
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The top three divisions in per pupil expenditures were the same in
1969-70 and in 1979-80. These three divisions exceeded the state
average by an average of 66.77 percent in 1969-70 and by an average of 
92.17 percent in 1979-80. The average of the 13 highest spending 
school divisions based on average daily membership exceeded the state 
average by 25.09 percent in 1969-70 and by 40.55 percent in 1979-80.
A comparison of the 13 lowest per pupil spending school divi­
sions, approximately ten percent, in 1969-70 with the 13 lowest per 
pupil spending divisions in 1979-80 was made in Table 3. Three school 
divisions were common to both groups. Only one division maintained 
an approximate rank in both years of the study by being the lowest per
pupil spending division in the state in 1969-70 and the second lowest
in 1979-80. This division was 29.9 percent below the state average 
per pupil expenditure in each of these years. The average by which the 
13 lowest spending divisions fell below the state average was 24.27 
percent in 1969-70 and 27.03 percent in 1979-80.
Based on the statistical comparisons presented in Tables 1, 2 and 
3 and on the associated analysis, several general observations can be 
made. Approximately the same number of school divisions exceeded the 
state average per pupil expenditure in 1969-70 as in 1979-80. It is 
therefore evident that approximately the same number of school divi­
sions spent below the state average per pupil expenditure in 1969-70 
as in 1979-80. It is further observed that the range of per pupil 
expenditures among school divisions was greater in 1979-80 than in 
1969-70. The range extended from 103.7 percent above average per pupil 
expenditure to 31.3 percent below the average in 1979-80 as compared 
with 80.6 percent above to 29.9 percent below in 1969-70. The average
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TABLE 3
COMPARISON OF THIRTEEN SCHOOL DIVISIONS WITH LOWEST EXPENDITURES 
PER PUPIL IN AVERAGE DAILY MEMBERSHIP IN 1969-70 AND 1979-80
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1 Fries $423 29.9 Poquoson $1,205 31.3
2 Green 428 29.0 Fries 1,228 29.9
3 Amherst 441 26.9 Smyth 1,244 29.0
4 Franklin City 452 25.0 Grayson 1,259 28.2
5 Bedford 463 23.2 Wythe 1,278 27.1
6 Henry 463 23.2 Bland 1,285 26.7
7 Smyth 463 23.2 Patrick 1,285 26.7
8 Rockingham 464 23.1 Spotsylvania 1,285 26.7
9 Colonial Heights 464 23.1 Pulaski 1,293 26.2
10 Louisa 466 22.7 Caroline 1,295 26.1
11 Patrick 468 22.4 Page 1,317 24.9
12 Northampton 470 22.1 Stafford 1,326 24.4
13 Frederick 472 21.7 Powhatan 1,328 24.2
SOURCE: Virginia Department of Education, Facing Up-5: Statisti­
cal Data on Virginia's Public Schools (Richmond: Department of 
Education, 1971), pp. 44-52.
SOURCE: Virginia Department of Education, Facing Up-15: Statisti­
cal Data on Virginia's Public Schools (Richmond: Department of Education, 
1981), pp. 53-59.
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percentage by which higher spending school divisions exceeded the state 
average in 1979-80 was higher than the average percentage by which 
higher spending divisions exceeded the state average in 1969-70. The 
average percentage by which lower spending divisions fell below the 
state average was greater in 1979-80 than the average percentage by 
which lower spending divisions fell below the state average in 1969-70.
The comparison of data regarding per pupil expenditures in 
1969-70 and 1979-80 is consistently in support of the first hypothesis 
of the study; that is, fiscal neutrality among the school divisions 
of Virginia showed no improvement between the compared years of 
1969-70 and 1979-80.
Since there has been no improvement in fiscal neutrality among 
the school divisions of Virginia, it is necessary to investigate the 
factors which may tend to influence the level of spending within the 
different school divisions. In Chapter III the per pupil expenditures 
within the school divisions of Virginia in 1979-80 will be examined 
along with the 1979 true values of real estate and public service 
corporations within each division to determine whether the school 
divisions with highest real estate values display similarly high per 
pupil expenditures.
CHAPTER III
A COMPARISON OF PER PUPIL SPENDING AND VALUES OF REAL 
ESTATE AND PUBLIC SERVICE CORPORATIONS WITHIN 
THE SCHOOL DIVISIONS OF VIRGINIA
The historical dependence of public education for funding based 
on public sources of funds such as taxes generated by real estate is 
common knowledge. In the review of litigation seeking equalization of 
funding for education presented in Chapter I, it was found that equal 
resources were not being made available for the education of children 
because of differences in the value of real estate among various school 
divisions. Such charges were made in the Burruss v. Wilkerson case 
in Virginia in 1968 and in the landmark cases, Serrano v. Priest and 
Rodriguez v. San Antonio. Resulting case law and studies conducted by 
the National Educational Finance Project helped establish the principle 
of fiscal neutrality which stipulated that the quality of a child's 
education could not be dependent on the wealth of his own school divi­
sion but rather on the wealth of the state as a whole.
In Chapter II, the continuation of disparities in funding for 
education was found among the school divisions of Virginia. In an 
effort to identify causes of this condition, it was hypothesized 
(Hypothesis 2) that the total per pupil expenditure for operational 
costs derived from both state and local sources for school divisions 
in Virginia in 1979-80 was a function of the true value of property 
per pupil in average daily membership within each division.
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Hypothesis 2 was investigated by comparing the 1979-80 per 
pupil expenditures of each school division with the value of real 
estate located within each school division on a per pupil basis. The 
per pupil value of real estate was determined by dividing the total 
1979 true values of real estate and public service corporations within 
each school division by the 1979-80 average daily membership of each 
respective division. Data concerning the 1979 true values of real 
estate were obtained from the Virginia Education Association Research 
Service and the Virginia Department of Taxation.
In Table 4 a comparison is made between 1979-80 expenditures 
per pupil for each school division and the per pupil value of real 
estate in each respective division. The comparisons are made by both 
dollar amounts and by percent of variance from state averages. Of the 
30 school divisions exceeding the state average per pupil expenditure 
of $1753, 18 had average real estate values per pupil exceeding the 
state average of $112,228. The remaining 12 divisions that were spend­
ing above the average had real estate values on a per pupil basis below 
the state average. Among the 102 divisions spending below the state 
per pupil average, 70 also had average per pupil real estate values 
below the state average,and 32 had average real estate values exceeding 
the state per pupil average.
In Table 5 a comparison is presented between the per pupil expen­
ditures and real estate values within the 13 highest per pupil spending 
school divisions in Virginia in 1979-80. Eleven of these divisions 
with high expenditures exceeded the state average of real estate value 
per pupil of $112,228, and two divisions were below the state average. 
Real estate values within the high spending divisions exceeded the
61
TABLE 4
COMPARISON OF 1979-80 EXPENDITURES PER PUPIL IN AVERAGE DAILY 
MEMBERSHIP WITH 1979 VALUE OF REAL ESTATE PER PUPIL IN 
AVERAGE DAILY MEMBERSHIP WITHIN THE SCHOOL 
DIVISIONS OF VIRGINIA
Division
a> <y0) <3 00Q* CO tH  a)X M u cd PHHW 0) 0)pH 1 >  COo <3 in o  woo a) u r>* 00
1 b O 0) H \ •ON 3 4J -co­ ON4J + edON ♦H u  m ONH  rd 6^ CO O rH O I
CD 60
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CD CM
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O  CD 4J </> + cfl 
4J M-C 
N  M  O
Counties
Accomack $1525 -13.0 $118,852 + 5.9
Albemarle 1786 + 1.9 157,949 +40.7
Alleghany 1409 -19.6 71,495 -36.3
Amelia 1637 - 6.6 122,596 + 9.2
Amherst 1361 -22.4 80,642 -28.1
Appomattox 1358 -22.5 84,965 -24.3
Arlington 3572 +103.7 341,210 +204.0
Augusta 1446 -17.5 106,492 - 5.1
Bath 2201 +25.6 227,227 +102.5
Bedford 1446 -17.5 111,948 - .2
Bland 1285 -26.7 90,824 -19.1
Botetourt 1470 -16.1 107,675 - 4.1
Brunswick 1667 - 4.9 85,952 -23.4
Buchanan 1706 - 2.7 119,940 + 6.9
Buckingham 1435 -18.1 102,051 - 9.1
Campbell 1446 -17.5 67,471 -39.9
Caroline 1295 -26.1 97,932 -12.7
Carroll 1399 -20.2 62,809 -44.0
Charles City 1835 + 1.0 99,535 -11.3
Charlotte 1390 -20.7 88,406 -21.2
Chesterfield 1553 -11.4 89,408 -20.3
Clarke 1583 - 9.7 162,727 +45.0
Craig 1483 -15.4 107,005 - 4.7
Culpeper 1540 -12.2 140,047 +24.8
Cumberland 1429 -18.5 70,474 -37.2
Dickinson 1748 - .3 101,371 - 9.7
Dinwiddie 1683 - 4.0 82,404 -26.6
Essex 1632 - 6.9 147,853 +31.7
Fairfax 2222 +26.8 142,177 +26.7
Fauquier 1654 - 5.6 189,459 468.8
Floyd 1473 -16.0 126,809 +13.0
Fluvanna 1542 -12.0 144,407 +28.7
Franklin 1336 -23.8 89,161 -20.6
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Frederick 1392 -20.6 109,104 - 2.8
Giles 1573 -10.3 91,227 -18.7
Gloucester 1459 -16.8 146,253 +30.3
Goochland 1902 + 8.5 189,362 +68.7
Grayson 1259 -28.2 90,804 -19.1
Green 1522 -13.2 103,111 - 8.1
Greenville 1362 -22.3 57,627 -48.7
Halifax 1564 -10.8 70,850 -36.9
Hanover 1352 -22.9 153,067 +36.4
Henrico 1917 + 9.4 120,538 + 7.4
Henry 1409 -19.6 68,710 -38.8
Highland 2073 +18.3 201,327 +79.4
Isle of Wight 1528 -12.8 126,751 +12.9
King George 1481 -15.5 96,161 -14.3
King & Queen 1781 + 1.6 162,115 +44.5
King William 1718 - 2.0 139,447 +24.3
Lancaster 1556 -11.2 199,585 +77.8
Lee 1594 - 9.1 55,675 -50.4
Loudon 1724 - 1.7 153,755 +37.0
Louisa 1503 -14.3 409,781 +265 .1
Lunenburg 1565 -10.7 84,727 -24.5
Madison 1598 - 8.8 141,442 +26.0
Matthews 1470 -16.1 190,400 +69.7
Mecklenburg 1491 -14.9 82,647 -26.4
Middlesex 1552 -11.5 245,297 +118.6
Montgomery 1488 -15.1 101,730 - 9.4
Nelson 1655 - 5.6 131,419 +17.1
New Kent 1716 - 2.1 134,126 +19.5
Northampton 1954 +11.5 88,450 -21.2
Northumberland 1877 + 7.1 135,912 +21.1
Nottoway 1495 -14.1 80,654 -28.1
Orange 1544 -11.9 140,030 +24.8
Page 1317 -24.9 111,470 - .7
Patrick 1285 -26.7 97,013 -13.6
Pittsylvania 1422 -18.9 68,279 -39.2
Powhatan 1328 -24.2 193,977 +72.8
Prince Edward 1616 - 7.8 129,393 +15.3
Prince George 1636 - 6.7 62,950 -43.9
Prince William 1813 + 3.4 89,058 -20.6
Pulaski 1293 -26.2 75,579 -32.7
Rappahannock 1383 -21.1 188,695 +68.1
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Richmond Co. 1592
Roanoke Co. 1769
Rockbridge 1602
Rockingham 1423
Russell 1615
Scott 1411
Shenandoah 1389
Smyth 1244
Southampton 1667
Spotsylvania 1285
Stafford 1326
Surry 2229
Sussex 1644
Tazewell 1392
Warren 1426
Washington 1449
Westmoreland 1685
Wise 1562
Wythe 1278
York 1560
- 9.2
+ .9
-  8.6 
-18.8
- 7.9 
-19.5 
- 20.8 
-29.0
- 4.9 
-26.7 
-24.4 
+27.2
-  6.2 
- 20.6 
-18.7 
-17.3 
- 3.9 
-10.9 
-27.1 
- 11.0
110,074
91,693
126,188
123,761
75,317
38,903
137,704
63,780
122,636
101,453
90.139 
448,766 
120,363
68.139 
121,777
76,479
97,751
64,913
75,064
97,541
- 1.9 
-18.3 
+12.4 
+10.3 
-32.9 
-65.3 
+22.7 
-43.2 
+ 9.3
- 9.6 
-19.7
+299.9 
+ 7.2 
-39.3 
+ 8.5 
-31.9 
-12.9 
-42.2 
-33.1 
-13.1
Towns
Cape Charles 1773
Colonial Beach 1468
Fries 1228
West Point 1880
+ 1.5 
-16.3 
-29.9 
+ 7.2
71,429
78,868
29,755
108,624
-36.4 
-29.7 
-73.5 
- 3.2
Cities
Alexandria 3026
Bristol 1598
Buena Vista 1381
Charlottesville 2519
Chesapeake 1477
Clifton Forge 1920
Colonial Heights 1564
Danville 1548
Falls Church 3510
+72.6 
-  8.8 
- 21.1 
+43.7 
-15.7 
+ 9.5 
- 10.8 
-11.7 
+ 100.2
312,184
87,048
53,908
146,477
85,534
77,562
68,046
77,001
327,201
+178.2
-22.4
-52.0
+30.5
-23.8
-30.9
-39.4
-31.4
+191.6
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Franklin 1639 - 6.5 51,207 -54.4
Fredericksburg 2170 +23.8 133,184 +18.7
Galax 1513 -13.7 86,104 -23.3
Hampton 1553 -11.4 70,414 -37.3
Harrisonburg 1831 + 4.4 138,334 +23.3
Hopewell 1685 - 3.9 76,660 -31.7
Lexington 1522 -13.2 115,252 + 2.7
Lynchburg 1922 + 9.6 104,331 - 7.0
Martinsville 1641 - 6.4 86,432 -23.0
Newport News 1878 + 7.1 81,622 -27.3
Norfolk 1955 +11.5 67,153 -40.2
Norton 1366 -22.1 69,694 -37.9
Petersburg 1923 + 9.7 69,468 -38.1
Poquoson 1205 -31.3 72,921 -35.0
Portsmouth 1634 - 6.8 67,896 -39.5
Radford 1547 -11.8 93,422 -16.8
Richmond 2507 +43.0 125,387 +11.7
Roanoke 1827 + 4.2 92,994 -17.2
South Boston 1384 -21.1 74,862 -33.3
Staunton 1537 -12.3 105,194 - 6.3
Suffolk 1485 -15.3 98,177 -12.5
Virginia Beach 1344 -23.3 102,675 - 8.5
Waynesboro 1715 - 2.3 107,493 - 4.2
Williamsburg-
James City 2096 +19.2 180,150 460.5
Winchester 1947 +11.1 135,798 +21.0
STATE AVERAGE $1753 $112,228
SOURCE: Virginia Department of Education, Facing Up-15: Statis­
tical Data on Virginia’s Public Schools (Richmond: Department of 
Education, 1981), pp. 53-59.
SOURCE: Virginia Education Association, Real Estate Taxes and 
True Values in Virginia 1979 (Richmond: Virginia Education Associa­
tion, 1981), pp. 17-19.
65
TABLE 5
COMPARISON OF THIRTEEN SCHOOL DIVISIONS WITH HIGHEST 
EXPENDITURES PER PUPIL IN AVERAGE DAILY MEMBERSHIP 
IN 1979-80 WITH 1979 REAL ESTATE TRUE VALUES PER PUPIL
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1 Arlington $3572 103.7 $341,210 +204.0
2 Falls Church 3510 100.2 327,201 +191.6
3 Alexandria 3026 72.6 312,184 +178.2
4 Charlottesville 2519 43.7 146,477 + 30.5
5 Richmond City 2507 43.0 125,387 + 11.7
6 Surry 2229 27.2 448,766 +299.9
7 Fairfax 2222 26.8 142,177 + 26.7
8 Bath 2201 25.6 227,227 +102.5
9 Fredericksburg 2170 23.8 133,184 + 18.7
10 Williamsburg-
James City 2090 19.2 180,150 + 60.5
11 Highland 2073 18.3 301,327 + 79.4
12 Norfolk 1955 11.5 67,153 - 40.2
13 Northampton 1954 11.5 94,594 - 15.7
AVERAGE $2463 40.6 $219,002 + 88.3
SOURCE: Virginia Department of Education, Facing Up-15: Statis­
tical Data on Virginia's Public Schools (Richmond: Department of 
Education, 1981), pp. 53-59.
SOURCE: Virginia Education Association, Real Estate Taxes and 
True Values in Virginia 1979 (Richmond: Virginia Education Associa­
tion, 1981), pp. 17-19.
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state average by an average of 88.3%. The average per pupil expenditure 
in these divisions was $2463 which exceeded the state average of $1753 
by 40.6 percent.
A comparison between the per pupil expenditures and real estate 
values per pupil within the 13 lowest spending school divisions is pre­
sented in Table 6. Twelve of these lowest spending divisions had per 
pupil real estate values below the state average of $112,228 per pupil 
and one division exceeded the average. The per pupil average expendi­
ture in these divisions was $1279 or 27 percent below the state average 
of $1753. The average real estate value per pupil in these divisions 
was $91,647 or 18.2 percent below the state average.
A rank ordering of school divisions from highest to lowest in 
terms of 1979 real estate and public service corporations value per 
pupil in average daily membership is presented in Table 7. The table 
is divided into quartiles to provide a basis for interpretation and 
analysis. The school divisions which comprised the first quartile had 
an average real estate value per pupil of $196,065 which was $83,817 
or 74.7 percent above the state average of $112,228. These same divi­
sions had an average per pupil expenditure of $1881 which was $128 or 
7.3 percent above the state average of $1753. All divisions in the 
first quartile exceeded the state average in terms of per pupil expendi­
tures. The overall average in excess of the state average may be 
attributable to the extremely high expenditures in three Northern 
Virginia school divisions.
Divisions in the second quartile had an average real estate value 
of $115,739 which was $3511 or 3.1 percent above the state average.
Per pupil expenditures among divisions in the second quartile averaged
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TABLE 6
COMPARISON OF THIRTEEN SCHOOL DIVISIONS WITH LOWEST EXPENDITURES 
PER PUPIL IN AVERAGE DAILY MEMBERSHIP IN 1979-80 WITH TRUE
VALUES PER PUPIL
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1 Poquoson $1205 31.3 $72,921 -35.0
2 Fries 1228 29.9 29,755 -73.5
3 Smyth 1244 29.0 63,780 -43.2
4 Grayson 1259 28.2 95,668 -14.8
5 Wythe 1278 27.1 75,064 -35.1
6 Bland 1285 26.7 90,824 -19.1
6 Patrick 1285 26.7 97,013 -13.6
6 Spotsylvania 1285 26.7 101,453 - 9.6
9 Pulaski 1293 26.2 75,579 -32.7
10 Caroline 1295 26.1 97,932 -12.7
11 Page 1317 24.9 111,470 - .7
12 Stafford 1326 24.4 90,139 -19.7
13 Powhatan 1328 24.2 193,977 -72.0
AVERAGE $1279 27.0 $91,967 -18.2
SOURCE: Virginia Department of Education, Facing Up-15: Statis­
tical Data on Virginia's Public Schools (Richmond: Department of 
Education, 1981), pp. 53-59.
SOURCE: Virginia Education Association, Real Estate Taxes and 
True Values in Virginia 1979 (Richmond: Virginia Education Associa­
tion, 1981), pp. 17-19.
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TABLE 7
RANK ORDER OF SCHOOL DIVISIONS IN TERMS OF TRUE VALUE OF REAL 
ESTATE PER PUPIL IN AVERAGE DAILY MEMBERSHIP IN COMPARISON 
WITH EXPENDITURES PER PUPIL IN AVERAGE DAILY MEMBERSHIP
<u4-> a) 1cd 3 <D4J rH I >to cd£ £w >
3 Q
u o co
i—i aj < o a) ina) n*cd 3 U u + cd W) a<U 1-4 a) a) u cd i"H& h Ph CO U <J>
Surry $448,766 $2,229 +27.2
Louisa 409,781 1,503 -14.3
Arlington 341,210 3,572 +103.7
Falls Church 327,201 3,510 +100.2
Alexandria 312,184 3,026 +72.6
Middlesex 245,297 1,552 -11.5
Bath 227,227 2,201 +25.6
Highland 201,327 2,073 +18.3
Lancaster 199,585 1,556 -11.2
Powhatan 193,977 1,328 -24.2
Mathews 190,400 1,470 -16.1
Fauquier 189,459 1,654 - 5.6
Goochland 189,362 1,902 + 8.5
Rappahannock 188,659 1,383 -26.1
Williamsburg-James City 180,150 2,096 +19.2
Clarke 162,767 1,583 - 9.7
King and Queen 162,115 1,781 + 1.6
Albemarle 157,949 1,786 + 1.9
Loudon 153,755 1,724 - 1.7
Hanover 153,067 1,352 -22.9
Essex 147,853 1,632 - 6.9
Charlottesville 146,477 2,519 +43.7
Gloucester 146,253 1,459 -16.8
Fluvanna 144,407 1,542 -12.0
Fairfax 142,177 2,222 +26.8
Madison 141,442 1,598 - 8.8
Culpeper 140,047 1,540 -12.2
Orange 140,030 1,544 -11.9
King William 139,447 1,718 - 2.0
Harrisonburg 138,334 1,813 + 4.4
Shenandoah 137,704 1,389 -20.8
Northumberland 135,912 1,877 + 7.1
Winchester 135,798 1,947 +11.1
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ao
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1st Quartile Average 196,065 1,881 +7.3
New Kent 134,126 1,716 - 2.1
Fredericksburg 133,184 2,170 +18.7
Nelson 131,419 1,655 - 5.6
Prince Edward 129,393 1,616 - 7.8
Floyd 126,809 1,473 -16.0
Isle of Wight 126,751 1,528 -12.8
Rockbridge 126,188 1,602 - 8.6
Richmond City 125,387 2,507 +43.0
Rockingham 123,761 1,423 -18.8
Southampton 122,636 1,667 - 4.9
Amelia 122,596 1,637 - 6.6
Warren 121,777 1,426 -18.7
Henrico 120,538 1,917 + 9.4
Sussex 120,363 1,644 - 6.2
Buchanan 119,940 1,706 - 2.7
Accomakc 118,852 1,525 -13.0
Lexington 115,252 1,522 -13.2
Bedford 111,948 1,446 -17.5
Page 111,470 1,317 -24.9
Richmond County 110,074 1,592 - 9.2
Frederick 109,104 1,392 -20.6
West Point 108,624 1,880 + 7.2
Botetourt 107,675 1,470 -16.1
Waynesboro 107,493 1,715 - 2.3
Craig 107,005 1,483 -15.4
Augusta 106,492 1,446 -17.5
Staunton 105,194 1,537 -12.3
Lynchburg 104,331 1,922 + 9.6
Green 103,111 1,522 -13.2
Virginia Beach 102,675 1,344 -23.3
Buckingham 102,051 1,435 -18.1
Montgomery 101,730 1,488 -15.1
Spotsylvania 101,453 1,285 -26.7
(U
4Jd
4J
COw
<u3H
!>
a)3
UH
n
<!
a>PU
n O <D
+ td■IJ 
s-s c/3
r oto 
Cl) r-» 00 •> 
cd rH
H </>
2nd Quartile Average 115,739 1,606 - 8.4
70
TABLE 7-Continued
eo
♦rf
CO
•rl
>
•rlQ
4j a) 1
cd 3 2 <u
4-> rH a 1 >
oi cd 2 <  4-1
W  > a 1-4 O CO<3 u O QJ CO
i—i <u CD 4J a) r-~
cd 3 M CL. + cd 60 •*
<U IH a) 4-1 Cd rH
od H CM </> C/1 M <J>
Dickinson 101,371 1,748 - .3
Charles City 99,535 1,835 + 1.0
Suffolk 98,177 1,485 -15.3
Caroline 97,932 1,295 -26.1
Westmoreland 97,751 1,685 - 3.9
York 97,541 1,560 -11.0
Patrick 97,013 1,285 -26.7
King George 96,161 1,481 -15.5
Radford 93,422 1,547 -11.8
Roanoke City 92,994 1,827 + 4.2
Roanoke County 91,693 1,769 + .9
Giles 91,227 1,573 -10.3
Bland 90,824 1,285 -26.7
Grayson 90,804 1,259 -28.2
Stafford 90,139 1,326 -24.4
Chesterfield 89,408 1,553 -11.4
Franklin County 89,161 1,336 -23.8
Prince William 89,058 1,813 + 3.4
Northampton 88,450 1,954 +11.5
Charlotte 88,406 1,390 -20.7
Bristol 87,048 1,598 - 8.8
Martinsville 86,432 1,641 - 6.4
Galax 86,104 1,513 -13.7
Brunswick 85,952 1,667 - 4.9
Chesapeake 85,534 1,477 -15.7
Appomattox 84,965 1,358 -22.0
Lynchburg 84,727 1,565 -10.7
Mecklenburg 82,674 1,491 -14.9
Dinwiddie 82,404 1,683 - 4.0
Newport News 81,622 1,878 + 7.1
Nottoway 80,656 1,495 -14.1
Amherst 80,642 1,361 -22.4
Colonial Beach 78,868 1,468 -16.3
3rd Quartile Average 89,657 1,552 -11.5
Clifton Forge 
Danville
77,562 1,920 +9.5
77,001 1,548 -11.7
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Hopewell 76,660 1,685 - 3.9
Washington 76,479 1,449 -13.3
Pulaski 75,579 1,293 -26.2
Russell 75,317 1,615 - 7.9
Wythe 75,064 1,278 -27.1
South Boston 74,862 1,384 -21.1
Poquoson 72,921 1,205 -31.3
Alleghany 71,495 1,409 -19.6
Cape Charles 71,429 1.773 + 1.5
Halifax 70,850 1,564 -10.8
Cumberland 70,474 1,429 -18.5
Hampton 70,414 1,553 -11.4
Norton 69,694 1,366 -22.1
Petersburg 69,468 1,923 + 9.7
Henry 68,710 1,409 -19.6
Pittsylvania 68,279 1,422 -18.9
Tazewell 68,139 1,392 -20.4
Colonial Heights 68,046 1,564 -10.8
Portsmouth 67,896 1,634 - 6.8
Campbell 67,471 1,446 -17.5
Norfolk 67,153 1,955 +11.5
Wise 64,913 1,562 -10.9
Smyth 63,780 1,244 -29.0
Prince George 62,950 1,636 - 6.7
Carroll 62,809 1,399 -20.2
Greensville 57,627 1,362 -22.3
Lee 55,675 1,594 - 9.1
Buena Vista 53,908 1,381 -21.2
Franklin City 51,207 1,639 - 6.5
Scott 38,903 1,411 -19.5
Fries 29,755 1,228 -29.9
4th Quartile Average 66,439 1,505 -14.1
STATE AVERAGE $112,228 $1,753
SOURCE: Virginia Department of Education, Facing Up-15: Statisti­
cal Data on Virginia’s Public Schools (Richmond: Department of Education, 
1981), pp.'£*-59. ~
SOURCE: Virginia Education Association, Real Estate Taxes and 
True Values in Virginia 1979 (Richmond: Virginia Education Association, 
1981), pp. 17-19.
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$1606 which was $147 or 8.4 percent below the state average. Fifty-two 
percent of the divisions in the second quartile had per pupil real 
estate values above the state average, and 15 percent had per pupil 
expenditures above the state averages.
Third quartile divisions had an average per pupil real estate 
value of $89,657 which was $22,571 or 20.1 percent below the state 
average of $112,228. The third quartile divisions expended a per 
pupil average of $1552, $201 or 11.5 percent below the $1753 state 
average. All divisions in the third quartile had per pupil real 
estate values below the state average and 81.8 percent of these divi­
sions were below the state per pupil expenditure average.
The school divisions in the lowest or fourth quartile had an 
average real estate value of $66,439 per pupil which was 40.8 percent 
below the state average. Per pupil expenditures among the fourth 
quartile divisions averaged $1505 which was $248 or 14. 1 percent below 
the state average. All divisions in the fourth quartile had per pupil 
real estate values below the state average and 87.9 percent had per 
pupil expenditures below the state average.
Statewide, 50 school divisions, which is 37.9 percent of the 
operational divisions in the state, had per pupil real estate values 
exceeding the state average. Eighteen of these divisions had per pupil 
expenditures exceeding the state average. Thus, only 36 percent of 
the school divisions with per pupil real estate values above the state 
average had per pupil expenditures above the state average. Eighty-two 
divisions, or 62.1 percent, had per pupil real estate values below 
the state average. Seventy of these divisions had per pupil expendi­
tures below the state average. Therefore, 85.4 percent of the school
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divisions with below average per pupil real estate values had per 
pupil expenditures below the state average.
From these data presented in Tables 4, 5, 6, and 7 it becomes 
evident that school divisions with higher per pupil real estate values 
tended to spend more for education on a per pupil basis than did 
school divisions with lower per pupil real estate values. Although all 
school divisions with above average per pupil real estate values did 
not have per pupil expenditures above the state average, they clearly 
had higher expenditures than those divisions with lower real estate 
values. The second hypothesis of the study, assuming that the total 
per pupil expenditure for operational costs derived from both state 
and local sources for each school division in Virginia in 1979-80 was 
a function of the true value of property per pupil in average daily 
membership within each school division, is therefore supported.
Funding for education in Virginia is provided through state and 
local monies in shared proportions determined by an equalization form­
ula. In the formula a composite index is employed which is composed 
of indicators of the ability of each school division to fund education. 
The influence and effectiveness of the state formula in achieving 
fiscal neutrality among the school divisions of Virginia is examined 
in Chapter IV.
CHAPTER IV
THE RELATIONSHIP OF PER PUPIL EXPENDITURES TO COMPOSITE INDEXES 
WITHIN THE SCHOOL DIVISIONS OF VIRGINIA
The data presented in Chapter II indicate a continued disparity 
in per pupil expenditures among the school divisions of Virginia during 
1979-80 and recognizes an absence of complete fiscal neutrality in 
practice. To investigate possible factors contributing to this condi­
tion, it was hypothesized (Hypothesis 3) that the total per pupil 
expenditure derived from both state and local sources for each school 
division in Virginia in 1979-80 was related to the composite index of 
each division.
Local and state shares of the basic cost for operations of edu­
cation in Virginia are determined through application of a funding 
formula which includes weighted measures of factors selected to indi­
cate the capacity of each local division to pay. These indicators of 
fiscal capacity are combined in specific proportions to form a composite 
index which in turn established the level of state funding and the 
required minimum local funding for each division.
The components of the composite index include the true value of 
both real estate and public service corporations within each division 
as reported by the Virginia Department of Taxation weighted at 50 per­
cent of the factors in the index; the average personal income within 
the division as determined by the Tayloe Murphy Institute at the 
University of Virginia weighted at 40 percent of the factors of the
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index; and the one cent tax on sales within the division which were 
subject to the state general sales and use tax weighted at 10 percent 
of the factors of the index.'*'
Each of the components of the index is related to the total for 
the state for the respective component and expressed as a percentage 
of the state average for average daily membership or per capita which­
ever the case may be. The weighted local measure in the index is two- 
thirds for ADM and one-third for per capita. The local composite 
index is the sum of one-third the index of wealth per pupil in ADM
plus one-sixth the index of wealth per capita. The state average of
2
the composite index is .50.
The basic cost of education to which the composite index is 
applied is determined by multiplying the number of students in average 
daily membership by a per pupil amount established by the General 
Assembly. From this amount is deducted the one cent sales tax 
returned to each locality on the basis of school age population. The 
composite index for each division is then applied to the resulting 
balance to determine the minimum local funding required. The state 
share is the difference hetween the required local funding indicated 
by the composite index and the basic cost minus the sales tax. 
Additional local funding is at the discretion and fiscal capacity of 
each school division and its governing body.
The relationship of the composite index to the expenditure per 
pupil in average daily membership for each school division is displayed 
in Tahle 8. School divisions are arranged in rank order with those
Virginia Education Association, A B C's of School Finance 
Richmond: Virginia Education Association, 1976), p. 4.
2Ibid.
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TABLE 8
RANK ORDER OF SCHOOL DIVISIONS IN TERMS OF COMPOSITE 
INDEXES IN COMPARISON WITH EXPENDITURES PER 
PUPIL IN AVERAGE DAILY MEMBERSHIP
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l Arlington 1.000 $3,572 +103.7
2 Surry 1.000 2,229 + 27.2
3 Alexandria 1.000 3,026 + 72.6
4 Falls Church 1.000 3,510 +100.2
5 Williamsburg 1.000 2,096 + 19.2
6 Harrisonburg .7237 1,831 + 4.4
7 Fredericksburg .7215 2,170 + 23.8
8 Louisa .7186 1,503 + 14.3
9 Highland .6800 2,073 + 18.3
10 Charlottesville .6685 2,519 + 43.7
11 Richmond City .6717 2,507 + 43.0
12 Rappahannock .6637 1,383 - 21.1
13 Winchester .6447 1,947 + 11.1
14 Fauquier .6446 1,654 - 5.6
15 Fairfax .6440 2,222 + 26.8
16 Loudon .6367 1,724 - 1.7
17 Middlesex .6299 1,552 - 11.5
18 Goochland .6218 1.902 + 8.5
19 Henrico .6183 1,917 + 9.4
20 Lancaster .6162 1,556 - 11.2
21 Galax .6128 1,573 - 10.3
22 Clarke .6071 1,583 - 9.7
23 Essex .6062 1,632 - 6.9
24 Northumberland .5922 1,877 + 7.1
25 Mathews .5910 1,470 - 16.1
26 Warren .5776 1,426 - 18.7
27 Bedford .5753 1,446 - 17.5
28 Colonial Beach .5641 1,468 - 16.3
29 West Point .5615 1,880 + 7.2
30 Fluvanna .5575 1,542 - 12.0
31 Lynchburg .5564 5,564 + 9.6
32 Albemarle .5529 1,786 + 1.9
33 Roanoke City .5463 1,827 + 4.2
1st Quartile Average .6789 $1,949 + 11.2
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34 King William .5322 1,718 - 2.0
35 Gloucester .5317 1,459 -16.8
36 Lexington .5284 1,522 -13.2
37 New Kent .5261 1,716 - 2.1
38 Staunton .5259 1,537 -12.3
39 King and Queen .5234 1,781 + 1.6
40 Bath .5226 2,201 +25.6
41 Prince Edward .5189 1,616 - 7.8
42 Waynesboro .5134 1,715 - 2.3
43 Culpeper .5114 1,540 -12.2
44 Hanover .5051 1,352 -22.9
45 Martinsville .5041 1,641 - 6.4
46 Shenandoah .5018 1,389 -20.8
47 Williamsburg-James City .4998 2,096 +19.2
48 Richmond County .4871 1,592 - 9.2
49 Orange .4823 1,544 -11.9
50 Chesterfield .4807 1,553 -11.4
51 Danville .4780 1,548 -11.7
52 Buchanan .4265 1,706 - 2.7
53 Norfolk .4727 1,955 +11.5
54 York .4697 1,560 -11.0
55 Frederick .4677 1,392 -20.6
56 Spotsylvania .4651 1,285 -26.7
57 Sussex .4531 1,644 - 6.2
58 Newport News .4523 1,878 + 7.1
58 South Boston .4507 1,384 -21.1
59 Prince William .4492 1,813 + 3.4
60 King George .4464 1,481 -15.5
61 Isle of Wight .4461 1,528 -12.8
62 Virginia Beach .4442 1,344 -23.3
63 Norton .4441 1,366 -22.1
64 Bristol .4437 1,598 - 8.8
65 Rockingham .4423 1,423 -18.8
66 Colonial Heights .4415 1,564 -10.8
2nd Quartile Average .4820 1,601 - 8.7
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67 Roanoke County .4372 1,769 + .9
68 Westmoreland .4321 1,685 - 3.9
69 Petersburg .4316 1,923 + 9.7
70 Madison .4296 1,598 - 8.8
71 Caroline .4281 1,295 -26.1
72 Buckingham .4265 1,435 -18.1
73 Radford .4209 1,547 -11.8
74 Page .4163 1,317 -24.9
75 Accomack .4094 1,525 -13.0
76 Hopewell .4093 1,685 - 3.9
77 Clifton Forge .4081 1,920 + 9.5
78 Stafford .4046 1,326 -24.4
79 Amelia .4013 1,637 - 6.6
80 Powhatan .4007 1,328 -24.2
81 Floyd .3996 1,473 -16.0
82 Botetourt .3975 1,470 -16.1
83 Portsmouth .3948 1,634 - 6.8
84 Nelson .3945 1,655 - 5.6
85 Giles .3920 1,573 -10.3
86 Augusta .3902 1,446 -17.5
87 Montgomery .3895 1,488 -15.1
88 Franklin City .3885 1,639 - 6.5
89 Craig .3868 1,483 -15.4
90 Rockbridge .3841 1,602 - 8.6
91 Hampton .3835 1,553 -11.4
92 Suffolk .3835 1,485 -15.3
93 Brunswick .3791 1,667 - 4.9
94 Northampton .3641 1,954 +11.5
95 Appomattox .3726 1,358 -22.5
96 Southampton .3644 1,667 - 4.9
97 Nottoway .3641 1,495 -14.1
98 Lunenburg .3633 1,565 -10.7
99 Greene .3603 1,522 -13.2
3rd Quartile Average .3881 1,567 -10.6
100 Bedford
101 Mecklenburg
102 Dinwiddie
.3562 1,446
.3538 1,491
.3519 1,683
-17.5 
-14.9 
- 4.0
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103 Pulaski .3519 1,293 -26.2
104 Cape Charles .3519 1,773 + 1.5
105 Amherst .3448 1,361 -22.4
106 Wythe .3441 1,278 -27.1
107 Russell .3406 1,615 - 7.9
108 Chesapeake .3387 1,477 -15.7
109 Tazewell .3371 1,392 -20.6
110 Dickinson .3354 1,748 - .3
111 Franklin County .3339 1,336 -23.8
112 Charles City .3319 1,835 + 1.0
113 Patrick .3319 1,285 -26.7
114 Charlotte .3287 1,390 -20.7
115 Cumberland .3247 1,429 -18.5
116 Prince George .3240 1,636 - 6.7
117 Wise .3238 1,562 -10.9
118 Campbell .3218 1,446 -17.5
119 Greenville .3216 1,362 -22.3
120 Smythe .3203 1,244 -29.0
121 Buena Vista .3181 1,381 -21.2
122 Henry .3163 1,409 -19.6
123 Washington .3162 1,449 -17.3
124 Poquoson .3120 1,205 -31.3
125 Bland .3116 1,285 -26.7
126 Grayson .3113 1,259 -28.2
127 Halifax .3067 1,564 -10.8
128 Carroll .2972 1,399 -20.2
129 Fries .2932 1,228 -29.9
130 Alleghany .2889 1,409 -19.6
131 Pittsylvania .2868 1,422 -18.9
132 Scott .2821 1,411 -19.5
133 Lee .2496 1,594 - 9.1
4th Quartile Average .3223 1,444 -17.6
SOURCE: Virginia Department of Education, Facing Up-15:
Statistical Data on Virginia’s Public Schools (Richmond: Department of 
Education, 1981), pp. 53-59.
SOURCE: Virginia Department of Education, Facing Up-15: Statistical 
Data on Virginia’s Public Schools (Richmond: Department ot Education, 1981), 
pp. 38-42.
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with the highest composite indexes ranked first. Thus, those divisions 
with the lowest percentages of state funds are grouped in the first 
quartile and divisions with the greatest level of state funding are 
listed in the fourth quartile. Conversely, divisions in the first 
quartile have highest percentages of required local funding while 
divisions in the fourth quartile have the lowest percentages of 
required local funding.
The composite index average for school divisions in the first 
quartile was .6789 which was 35.8 percent above the state average of 
.5000. The average per pupil expenditure of the divisions in the 
first quartile was $1949 which was 11.2 percent above the state 
average of $1753.
School divisions in the second quartile had an average composite 
index of .4820, 3.6 percent below the state average. These divisions 
had an average per pupil expenditure of $1601, 8.7 percent helow the 
state average.
Third quartile divisions had an average composite index of 
.3881 which was 22.4 percent below the state average. The average per 
pupil expenditure of these divisions was $1567 or 10.6 percent below 
the state average.
Divisions in the fourth quartile had a composite index average 
of .3223 which was 35.5 percent below the state average. Per pupil 
expenditures in these divisions average $1444 which was 17.6 percent 
below the state average.
Table 9 presents a comparison between the composite indexes and 
per pupil expenditures of the thirteen school divisions with the
TABLE 9
COMPARISON OF COMPOSITE INDEXES WITH PER PUPIL EXPENDITURES OF 
THIRTEEN SCHOOL DIVISIONS WITH HIGHEST EXPENDITURES PER 
PUPIL IN AVERAGE DAILY MEMBERSHIP IN 1979-80
Rank Division $ Per ADM Composite Index
1 Arlington $3,572 1.000
2 Falls Church 3,510 1.000
3 Alexandria 3,026 1.000
4 Charlottesville 2,519 .6685
5 Richmond City 2,507 .6717
6 Surry 2,229 1.000
7 Fairfax 2.222 .6440
8 Bath 2,201 .5226
9 Fredericksburg 2,170 .7215
10 Williamsburg-James City 2,090 1.000
11 Highland 2,073 .6800
12 Norfolk 1,955 .4727
13 Northampton 1,954 .3641
Average 2,386 .7496
36.2% above 49.9% above
state average state average
of $1,753 of .5000
SOURCE: Virginia Department of Education, Facing Up-15: 
Statistical Data on Virginia's Public Schools (Richmond: Department of 
Education, 1981), pp. 53-59.
SOURCE: Virginia Department of Education, Facing Up-15: 
Statistical Data on Virginia's Public Schools (Richmond: Department of 
Education, 1981), pp. 38-42.
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approximately 10 percent of the school divisions in Virginia, had an 
average per pupil expenditure of $2386, 36.2 percent above the state 
average, and a composite index average of .7496, 49.9 percent above 
state average.
The per pupil expenditures and composite indexes of the thirteen 
lowest spending school divisions were compared in Table 10. The 
average per pupil expenditure in these divisions was $1279 or 27 per­
cent below the state average. The average composite index was .3608 
which was 27.8 percent below the state average.
The data presented in Tables 8, 9, and 10 are supportive of 
the third hypothesis of the study that the total per pupil expenditure 
derived from both state and local sources for each school division in 
Virginia in 1979-80 was related to the composite index of each divi­
sion. Therefore, Hypothesis 3 is accepted. Clearly, those divisions 
with high composite indexes and concomitant low levels of state funding 
were not deterred by the requirement for a greater percentage of local 
funding from supporting per pupil expenditures well above the state 
average. School divisions with low composite indexes and a greater 
portion of state funding did not use that funding to provide for a 
higher level of per pupil expenditure.
Since the existing equalization formula has not achieved fiscal 
neutrality among the school divisions of Virginia, it seems logical 
and necessary to examine the intent of the General Assembly at the 
time of the adoption of the current formula. Chapter V will review 
the process which resulted in the current system of financing public 
education in Virginia.
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TABLE 10
COMPARISON OF COMPOSITE INDEXES WITH PER PUPIL EXPENDITURES OF 
THIRTEEN SCHOOL DIVISIONS WITH LOWEST EXPENDITURES PER 
PUPIL IN AVERAGE DAILY MEMBERSHIP IN 1979-80
Rank Division $ Per ADM Composite Index
1 Poquoson $1,205 .3120
2 Fries 1,228 .2932
3 Smyth 1,244 .3203
4 Grayson 1,259 .3113
5 Wythe 1,278 .3441
6 Bland 1,285 .3116
7 Patrick 1,285 .3319
8 Spotsylvania 1,285 .4651
9 Pulaski 1,293. .3519
10 Caroline 1,295 .4281
11 Page 1,317 .4163
12 Stafford 1,326 .4046
13 Powhatan 1,328 .4007
Average 1,279 .3608
27% below state 27.8% below
average of state average
$1,753 of .5000
SOURCE: Virginia Department of Education, Facing Up-15: Statis­
tical Data on Virginia’s Public Schools (Richmond: Department of 
Education, 1981), pp. 53-59.
SOURCE: Virginia Department of Education, Facing Up-15: Statis­
tical Data on Virginia's Public Schools (Richmond: Department of 
Education, 1981), pp. 38-42.
CHAPTER V
DEVELOPMENT OF THE VIRGINIA SYSTEM FOR 
FINANCING PUBLIC EDUCATION
The absence of fiscal neutrality in practice among the school 
divisions of Virginia in 1979-80 and the positive relationship between 
per pupil expenditures and local wealth have been identified in 
Chapters II, III and IV of this study. Documentation presented in 
Chapter I revealed that similar conditions in other states led to. 
court decisions and legislative actions directed toward the establish­
ment of fiscal neutrality. It is therefore important to examine the 
intent of the General Assembly of Virginia in respect to fiscal neu­
trality at the time of the adoption of the current state formula for 
school funding. To investigate this intent it was hypothesized 
(Hypothesis 4) that the development of the current formula for deter­
mining the local and state shares of the basic cost of education 
resulted from an effort of the General Assembly to establish fiscal 
neutrality among the school divisions of Virginia.
A statewide system of public education is mandated by the consti­
tution of Virginia as are provisions for the establishment of program 
standards and for the level and apportionment of funds. Article VIII, 
Section 1 of the Virginia Constitution states the following:
The General Assembly shall provide for a system of free 
public elementary and secondary schools for all children of 
school age throughout the Commonwealth, and shall seek to 
insure that an educational program of high quality is
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established and continually maintained,^
Article VIII, Section 2 of the Constitution continues as follows:
Standards of quality for the several school divisions 
shall be determined and prescribed from time to time by the
Board of Education, subject to revision only by the General
Assembly.
The General Assembly shall determine the manner in which 
funds are to be provided for the cost of maintaining an edu­
cational program meeting the prescribed standards of quality, 
and shall provide for the apportionment of the cost of such 
program between the Commonwealth and the local units of 
government comprising such school divisions. Each unit of 
local government shall provide its portion of such cost by 
local taxes or from other available funds.^
In analysis of these constitutional provisions, State Delegate
W. L. Lemmon noted that the General Assembly has the responsibility
to establish a state system of education and not 135 totally different
systems. Lemmon then reasoned that the word "system" suggests an
4
assembly of substances that is in, or tends, to equilibrium. It is 
Lemmon's conclusion that the Virginia Constitution could read as 
follows:
The General Assembly shall provide for a grouping of 
school divisions which are in, or tend to equilibrium 
throughout the Commonwealth.^
Thus Lemmon contends that the Virginia Constitution requires a
6formula for the equalization of school funds.
■^ Virginia Constitution, Art. VIII, Sec. 1.
2Ibid., Art. VIII, Sec. 2.
3
William L. Lemmon, "School Funding Formula," Virginia Town and 
City (November, 1981), p. 10.
4
Ibid.
5Ibid.
6Ibid.
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In October 1972, the Honorable Llnwood Holton, Governor of 
Virginia, appointed the Task Force of Financing the Standards of 
Quality. This committee, hereafter referred to as the Task Force, was 
chaired by J. Fred Young, Deputy Superintendent of Public Instruction, 
and consisted of fourteen additional members including representatives 
from both the House and Senate of the General Assembly, the State 
Department of Education, the Virginia School Boards Association and the 
husiness and financial community. Also serving as members of the Task 
Force were an Assistant Attorney General and the State Secretary of 
Finance.^
The Task Force focused its initial attention on the following
items;
(1) The cost of implementing the "Standards of Quality 
and Objectives for Virginia Public Schools" enacted 
by the 1972 Session of the General Assembly.
(2) Local ability to pay this cost
(3) The distribution method for a 1973-74 supplemental 
state appropriation which would enable all locali­
ties to meet this cost.®
Through consultation with the Office of the Attorney General, the 
Task Force determined that the following process must be followed in 
establishing and funding the Standards of Quality.
(1) The Board of Education establishes the Standards of 
Quality.
(2) The General Assembly may revise the Standards 
established by the Board.
^Second Report Of The Task Force On Financing The Standards Of 
Quality for Virginia Public Schools, by J. Free! Young, Chairman, 
Richmond, Virginia: (Commonwealth of Virginia, 1973), p. 1.
^Ibid.
87
(3) The General Assembly must establish the cost of 
implementing the Standards of Quality.
(4) The General Assembly must establish the fair 
share of this cost to be borne by the local school 
divisions.
(5) The General Assembly must fund the remaining 
portion of the cost.
Also, the following guidelines are implicit in the constitution:
(1) The Standards of Quality must be realistic in relation 
to current educational practice.
(2) The estimate of the cost of the Standards of Quality 
must be realistic in relation to current costs for 
education.
(3) The local share of the cost of implementing the 
Standards of Quality must be based on local ability 
to pay.^
The Task Force issued its first report to Governor Holton in 
December 1972. That report recommended that funding the Standards of 
Quality for 1973-74 be accomplished through a state supplemental 
appropriation based on a basic cost of $638 per pupil in average 
daily membership, plus an allowance for cost increases since 1971-72. 
It was further recommended that the local share of the cost be 
determined by an equated expenditure of 80-85 cents per $100 of 1970 
true values of real property and public service corporations, plus the 
income derived from the one cent sales tax for education.^
Governor Holton submitted a request to the 1973 Session of the 
General Assembly for an appropriation of $30 million based on a per
9
Ibid., p. 6.
pupil cost of $640 with a mandatory local expenditure of 82 cents per
$100 of 1970 real estate and public service corporations true values.
The General Assembly subsequently appropriated a supplemental budget
of $24.6 million based on $628 per pupil cost and a requited local
expenditure rate of 80 cents per $100 of 1970 true values.'*''*'
Following the action of the General Assembly in providing the
supplemental appropriation for 1973-74, Governor Holton requested the
Task Force to refine further and develop the concepts for long term 
12funding. The Task Force reconvened during the spring of 1973 and
13presented its findings in a published report issued in July 1973.
The Task Force suggested that standards requiring direct finan­
cial support be clearly defined and, whenever possible, be stated on 
the basis of per pupil cost. The first of seven basic concepts 
developed by the Task Force was that the existing basic state school 
aid formula should be replaced by an appropriation allotted on the 
basis of a personnel standard.*"^  The suggested personnel standard was 
that a minimum of 50 professional instructional and staff members be 
employed for each 1,000 students in average daily membership.*'^
The number of students in average daily membership could then be 
divided by 1,000 and multiplied by 50 to d .ermine the number of pro­
fessional staff members to be supported under the basic state program.
11TU. , Ibid.
The resulting number would then be multiplied by the average 1972-73
teacher salary of $10,000 to determine the total cost <?f the personnel
16
standard. This cost was computed to be $505 per pupil for 1973-74.
It was recognized by the Task Force that there were costs other
than personnel to be considered. A figure of $205 per pupil for
operations was selected by the Task Force to arrive at a total basic
17cost per pupil of $710.
The second concept advanced by the Task Force was that the one
cent sales tax returned to each locality on the basis of school age
population should be deducted from the total per pupil cost. The
remainder of the cost of the basic program would then be apportioned
between the Commonwealth and the respective school divisions of
average capacity to pay on an equal basis —  50 percent state and 50
percent local funds.
The Task Force developed a third concept that the share of the
basic cost to be paid by each locality should be determined by local
capacity to pay as measured by a composite index. This composite
index would be determined for each school division based on 50 percent
true value of real estate, 40 percent personal income and 10 percent
taxable retail sales within each division. The division would be
weighted two-thirds for average daily membership and one-third for 
19total population. A copy of the formula for determining the com­
posite index of individual school divisions is included in the 
appendix of the study.
Ibid.
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The Task Force decided that measuring local wealth through a
composite index would be more equitable than reliance on the true
value of real property and public service corporations. The components
and percentages of the composite index reflect the amount of revenue
derived from these sources by localities in Virginia. Personal
income was used as a proxy for a variety of local revenue sources such
20as personal property tax, licenses and use fees.
Although the requirement for funds for educational purposes has 
traditionally been expressed in relation to the number of pupils in 
average daily membership, the Task Force recommended the inclusion of 
a one-third weighing for total population in recognition of necessary 
governmental expenditures for the total population in addition to 
educational services.2^
The fourth concept stated by the Task Force was that the state 
should provide for vocational and special educational costs that 
exceeded the basic cost for regular instruction. Based on estimated 
costs it was recommended that an additional $258 per handicapped stu­
dent, $200 per gifted student and $225 per full-time equivalent voca­
tional student be included in the 1974-75 budget appropriations. In a 
related and significant comment, the Task Force suggested that as 
budgeting and cost accounting processes become more refined it should
be possible to incorporate categorical funds into the basic per pupil
. 22 appropriation.
20Ibid.
21Ibid.
22Ibid., p. 11.
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The Task Force addressed the issue of compensatory education in 
the fifth concept set forth in the report. It was recommended that 
federal funds for compensating education should be concentrated in 
grades K-4 and that state funds allocated on the basis of fourth grade 
students at or below the 20th percentile of the national norm in read­
ing be provided for grades five and six. Through this approach it was 
suggested that available resources would be concentrated on a limited
number of pupils with identified needs instead of providing more pupils
23with a less effective program.
The sixth concept set forth by the Task Force was that incentive
funds should be provided as a method for encouraging and rewarding
school divisions that make an effort greater than that required to meet
24the state established per pupil cost. It was further recommended
that such incentive funds should be on a flat grant basis with no
25differentiation because of local capacity to pay. The initial pro­
posal was that an amount equal to ten percent of the expenditure 
made by a school division in excess of the state mandated expenditure 
be paid by state funds. The Task Force added that as the proposed
finance program was refined it might be necessary to place maximums on
26local expenditures to be matched by state incentive funds.
The Task Force suggested that a final concept of the school fund­
ing program be that local units of government have a reasonable period 
of time to adjust local financial patterns to the recommended program.
23Ibid.
24^..Ibid.
25Ibid., p. 12.
26^ .,Ibid.
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Any loss in total state support per pupil in average daily membership
should be prevented and the amount of increased local expenditure
27required in any one year should be limited.
In a concluding statement, the Task Force urged the General
Assembly to include the recommended concepts in the 1974-76 budget.
The outcome of such action would be the provision of financial support
necessary to insure education of high quality for all young people 
28in Virginia. The Task Force further stated that the adoption of its 
recommendations would result in the achievement of eight goals by the 
end of the 1974-76 biennium. These goals are as follows -with the first 
three being of particular significance to this study:
(1) The Standards of Quality and public education will 
be financed in accordance with the provisions of 
the new Virginia Constitution (1971).
(2) There will be greater equalization of educational 
opportunity throughout the Commonwealth.
(3) The Standards of Quality will be financed on the 
basis of local capacity to pay.
(4) The quality of the basic school program will be 
improved.
(5) Public kindergarten programs will be provided 
throughout the Commonwealth.
(6) Vocational education programs will be provided 
throughout the Commonwealth.
(7) Special education programs will be provided 
throughout the Commonwealth.
(8) Procedures for financing public education will be
simplified.29
22Ibid.
OQ
Ibid., p. 13.
29
Ibid.
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The 1974 Session of the General Assembly of Virginia adopted the
report and recommendations of the Task Force with few changes. Senate
Bill 122 revised the Standards of Quality and established a personnel
standard of 48 professional staff members per 1,000 students in average
daily membership in comparison with the 50 to 1,000 ratio proposed by 
30the Task Force. House Bill 30, the Appropriations Act, established
a per pupil cost of $687 for the 1974-75 year, a $23 per pupil reduc-
31tion of the $710 recommended by the Task Force.
In an address to the Virginia Municipal League, which was subse­
quently printed in Virginia Town and City, State Delegate William L.
Lemmon reviewed the development of the school funding formula and
32identified some of its implications for cities. Delegate Lemmon 
served as a member of the Task Force and has been chairman of the House 
Education Committee.
Lemmon stated that to understand the logic and reasons behind the 
distribution formula, one needed to examine how Virginia got to her
current circumstances in school funding. According to Lemmon, the
33Serrano case is the appropriate starting point. Lemmon reviewed the
conditions which lead to Serrano and noted that under the old Virginia
constitution very little could have been done to correct similar inequi- 
3Aties. The old school funding formula did not provide much in the way
30Harry L. Smith "Summary 1974 Legislation, March 14, 1974," 
Superintendent’s Memo. No. 7001, State Department of Education, 
Richmond, Virginia, p. 5.
31Ibid., p. 1.
32
Lemmon, "School Funding Formula," p. 10.
33
Ibid.
34T,Ibid.
of equalization, so that to spend as much per child, the poorest divi­
sion in the state would have needed a tax rate more than six times
35higher than the wealthiest division. In Lemmon's opinion, the deci­
sion of the court in the Serrano case that the level of spending for a 
child's publicly financed education could not depend on the wealth of 
the child's school district, clearly established education as a state
function, the quality of which could not depend on the accident of a
36child's place of birth. Lemmon emphasized that he did not believe
money to be the only answer to equality in education, but that the
courts had said that, until a better measure is found, money is the one
37thing they will use.
Concern was expressed by Delegate Lemmon that the Virginia school 
funding formula, which equalizes approximately one-half of the funds 
distributed to localities for education, would not stand a test in 
court. The other one-half of state funds for education is distributed 
categorically for such programs as special education, vocational educa­
tion and transportation. These funds are distributed on a per pupil or
program basis and are in no way subject to the ability to pay of
38individual school systems. Lemmon noted that similar arrangements
39in other states have been held unacceptable by the courts. In 
Lemmon's opinion, given the constitution as it is written, it would be 
the wealthy areas that would lose the most if the Virginia system of
35Ibid.
36Ibid.
37Ibid.
Ibid., p. 11.
funding education were subjected to the scrutiny of the court.
The Virginia formula, with the nearly even division between
equalized and unequalized state funds is considered by Lemmon to be in
the best interest of the cities of the Commonwealth. Large cities
generally have high index ratios and therefore benefit most from
funds which are not influenced by the ability to pay factor. The use
of average daily membership instead of average daily attendance was
intended to help cities where school attendance has historically been
lower than in suburban and rural areas. The distribution of sales
tax on the basis of school age population and not school membership
and the use of one-third total population along with two-thirds school
membership as components of the funding formula was in consideration
of the high dropout rate and number of children in private schools
41found in most cities. While acknowledging the questionable legality
of these provisions, Lemmon is supportive of their continuation in the
Virginia system of funding public education on the basis of the higher
cost incurred by cities resulting from density of population, municipal
42overburden, and a greater need for remedial education.
The development and adoption of an equalization formula for the 
distribution of certain state funds for school purposes seems to sug­
gest the concern of the General Assembly for the status of fiscal 
neutrality among the school divisions of Virginia. As previously iden-
40Ibid., p. 25. 
41Ibid., p. 12.
42Ibid., p. 25.
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tified, the Task Force established as a goal for the 1974-76 biennium, 
the equalization of educational opportunity throughout the Commonwealth. 
Even as unequalized categorical funds were proposed for vocational and 
special education, the Task Force suggested that such funds should be 
incorporated into the basic per pupil appropriation in the future and 
thereby equalized.
The total provision for the funding of public education adopted 
by the 1974 Session of the General Assembly, however, perpetuated cer­
tain inequities of spending among the school divisions of Virginia.
The distribution of funds through categorical grants for specific 
programs clearly does not recognize the differing abilities of school 
systems to provide additional local funds for such programs. The 
inclusion of incentive funds to be awarded to school systems that 
exceed the required local level of funding further rewards the higher 
spending divisions. The perceived higher cost of providing education 
in the cities was accepted and other funding provisions, such as the 
use of average daily membership rather than average daily attendance 
and the distribution of sales tax on the basis of school age population 
rather than school membership, were made.
The fourth hypothesis of the study stated that the development 
of the current formula for determining the local and state shares of 
the basic cost of education resulted from an effort of the General 
Assembly to establish fiscal neutrality among the school divisions 
of Virginia is not fully supported and therefore is rejected.
It may be possible to assume that the General Assembly, as a political 
body, acted with political motives and that the intent to improve 
fiscal neutrality among the school divisions of the state was possibly
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tempered with the desire to protect the established level of state fund­
ing in the higher spending wealthier divisions.
To obtain a comprehensive view of fiscal neutrality among the 
school divisions of Virginia it is necessary to consolidate the find­
ings stated in the preceding chapters of this study. A composite analy­
sis of these findings is presented in Chapter VI and in turn forms the 
basis for general conclusions and the identification of areas for 
suggested study.
CHAPTER VI
SUMMARY, FINDINGS AND RECOMMENDATIONS
The system through which public education is financed in Virginia 
underwent significant changes between 1970 and 1980. The adoption in 
1971 of a new state constitution which mandated the establishment of 
Standards of Quality and supportive funding led to the development of 
a revised equalization formula for the distribution of state funds to 
local school divisions. The formula, developed by a gubernatorially 
appointed task force, employed measures of the ability of each school 
division to fund education. This fiscal ability was expressed as a 
composite index which was derived from a formula using the real estate 
values, per capita income, and retail sales within each division 
expressed on a combined per capita and per student basis. The index 
ratio for each division was then applied to the state established 
basic cost of education to determine the state and local shares of 
that cost.
The revision of the equalization formula was in part due to the 
establishment on a national level of the principle of fiscal neutrality. 
This principle, which resulted from several landmark court decisions, 
required that the quality of a student's education could not be 
dependent on the wealth of the school division in which the child lived 
but rather on the wealth of the state as a whole.
To investigate the status of fiscal neutrality in Virginia, a 
comparison of expenditures among the school divisions of the state in
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1979-80 was made. Per pupil expenditures in that year ranged from a 
high of $3,572 in Arlington County to a low of $1,204 in the City of 
Poquoson. In consideration of this disparity it was hypothesized 
(Hypothesis 1) that fiscal neutrality among the school divisions of 
Virginia as determined by per pupil expenditures showed no significant 
improvement between the compared years of 1969-70 and 1979-80.
A comparison of per pupil expenditures in 1969-70 with those in 
1979-80 on a division by division basis revealed that a similar number 
of school divisions both exceeded and fell below the state average in 
1969-70 and in 1979-80. The higher spending divisions exceeded the 
state average by an average of 12.59 percent in 1969-70, and by 20.05 
percent in 1979-80. The average by which the lower spending divisions 
fell below the state average in 1969-70 was 13.0 percent, and in 1979-80 
these lower spending divisions were 14.95 percent below the state 
average.
A comparison of the 13 highest spending school divisions in 
1969-70 with the 13 highest spending divisions in 1979-80 identified 
seven divisions common to both groups. The average by which the 1969-70 
state average was exceeded was 66.77 percent while, in 1979-80 the 
state average was exceeded by 92.17 percent. The 13 lowest spending 
diyisions fell below the state average by 24.27 percent in 1969-70 and 
by 27.03 percent in 1979-80. Three school divisions were found to be 
in this lowest spending group in both of the years compared in the study.
It was apparent from the analysis of data that there had been no 
improvement in attaining fiscal neutrality among the school divisions 
of Virginia between 1969-70 and 1979-80. The first hypothesis of the 
study was therefore supported.
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Historically expenditures for public education have been dependent 
upon taxes generated by real estate within each school division.
Although the principle of fiscal neutrality requires that expenditures 
for education not be determined by local wealth, the existence of 
inequities in spending among school divisions in Virginia in 1979-80 
was an indication that certain conditions were in fact influencing the 
level of combined state and local expenditures among the school divi­
sions of the Commonwealth. In an effort to identify one of these in­
fluencing conditions it was hypothesized (Hypothesis 2) that the total 
per pupil expenditure for operational costs derived from both state and 
local sources for school divisions in Virginia in 1979-80 was a function 
of the true value of property per pupil in average daily membership 
within each division.
A comparison between per pupil expenditures and per pupil real 
estate values for each school division in 1979-80 revealed that those 
divisions with higher per pupil real estate values tended to spend 
more on a per pupil basis than did those divisions with lower per pupil 
real estate values. Eleven of the 13 highest per pupil spending divi­
sions had per pupil real estate values above the state average. These 
13 divisions exceeded the state average real estate per pupil average 
by 88.3 percent and the state per pupil average expenditure by 40.6 
percent.
Of the 13 lowest spending divisions, 12 had per pupil real 
estate values below the state average. These divisions averaged 18.2 
percent below the state average per pupil expenditure and 27 percent 
below the state average per pupil real estate value.
A rank ordering of school divisions demonstrated a consistent
relationship between per pupil expenditures and per pupil real estate 
values within each quartile. The divisions in the first quartile spent 
an average of 7.3 percent above the state average and had real estate 
values averaging 74.7 percent above the state average. Second quar­
tile divisions spent an average of 8.4 percent below the state average 
and had real estate values 3.1 percent above the state average. School 
divisions in the third quartile were 11.5 percent below the state 
average per pupil expenditure and 20.1 percent below the state average 
per pupil real estate value. Fourth quartile divisions spent an 
average of 14.1 percent below the state per pupil average and had real 
estate values averaging 40.8 percent below the state average. The 
relationship between per pupil expenditures and real estate values 
projected in the second hypothesis of the study was demonstrated through 
these comparisons and the second hypothesis was supported.
Local and state shares of the cost of education as established 
and supported by the General Assembly are determined through applica­
tion of the state funding formula. The formula employs a composite 
index of local ability to pay representing real estate values, personal 
income and retail sales within each school division. The formula is 
designed to equalize funding by providing a greater portion of state 
monies to divisions with limited fiscal resources as measured by their 
composite indexes.
The perceived absence of fiscal neutrality among the school divi­
sions of Virginia and the assumed relationship between real estate 
values and per pupil expenditures stated respectively in Hypotheses 1 
and 2 of the study led to Hypothesis 3 that the total per pupil expen­
diture derived from both state and local sources for each school divi-
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slon in Virginia in 1979-80 was related to the composite index of each 
division.
In a rank ordering by composite index of school divisions it was 
found that divisions with higher composite indexes, and therefore 
greater wealth and a lesser amount of state funds, spent more on a per 
pupil basis than divisions with lower composite indexes, limited local 
wealth, and more state funding.
Divisions in the first quartile had an average composite index 
35.8 percent above the state average and per pupil expenditures 11.2 
percent ahove the state average. Divisions in the second quartile had 
a composite index average 3.6 percent below the state average and 
average per pupil expenditures 8.7 percent below the state average.
Third quartile divisions had a composite index average 22.4 percent 
below the state average and per pupil spending 10.6 percent below the 
state average. School divisions in the fourth quartile had a composite 
index average which was 35.5 percent below the state average and an 
average per pupil expenditure of 17.6 percent below the state average.
When a comparison was made between the per pupil expenditures and 
the composite indexes of the 13 school divisions with the highest expen­
ditures, it was found that these divisions had an average per pupil 
expenditure 36.2 percent above the state average and an average composite 
index 49.9 percent above the state average. Per pupil expenditures in 
the 13 lowest spending divisions averaged 27 percent below the state 
average, and the composite indexes of these divisions average 27.8 
percent below the state average. The relationship between per pupil 
expenditures and the composite indexes of the school divisions of 
Virginia was identified in the research conducted, thereby supporting
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the third hypothesis of the study.
In recognition of the absence of fiscal neutrality in practice 
among the school divisions of Virginia and of the relationship that 
existed between per pupil expenditures and measures of local wealth, 
an investigation of the intent of the General Assembly in respect to 
fiscal neutrality was conducted. It was hypothesized that the develop­
ment of the current formula for determining the local and state shares 
of the basic cost of education resulted from an effort of the General 
Assembly to establish fiscal neutrality among the school divisions of 
Virginia.
The 1971 Virginia Constitution mandated the adoption of Standards 
of Quality for the public schools of Virginia. The General Assembly 
was further required by the constitution to determine the costs of 
such standards and to provide for the apportionment of these costs 
between the Commonwealth and localities. To fulfill these constitu­
tional provisions, Governor Linwood Holton appointed the Task Force 
on Financing The Standards Of Quality, consisting of members of the 
General Assembly, educators, and businessmen, to establish the cost of 
implementing the Standards of Quality and to recommend the method to 
be used in determining the state and local shares of this cost.
The Task Force suggested that the cost of education be determined 
on a per pupil basis. The first component was the personnel standard 
based on the employment of 50 professional staff members for each 
1,000 students in average daily membership. The average 1972-73 
teacher salary of $10,000 was used to determine that the personnel cost 
for 1973-74 should be $505. The second component of the cost was for 
operations other than personnel and was estabished at $205 per pupil.
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The total per pupil cost ofr 1974-74 as recommended by the Task Force 
was therefore $710.
The Task Force further recommended that the one cent sales tax 
returned to each locality on the basis of school age population should 
be deducted from the total per pupil cost established for each division. 
The remaining cost would then be apportioned between the state and 
locality through application of a composite index reflecting the 
ability of each school division to pay for education. The composite 
index used the true value of real estate, per capita income, and retail 
sales within each division divided by factors of school membership and ■ 
total population within each division. Approximately one-half of state 
funding of public education would be distributed to localities on the 
basis of the composite index and the other half would be distributed 
categorically on the basis of special programs and services. All 
divisions would receive the categorical funds without consideration for 
ability to pay. The Task Force noted, however, that as budgeting and 
accounting processes became more refined it should become possible to 
incorporate categorical funds into the basic per pupil appropriation.
The 1974 Session of the General Assembly adopted the report of the Task 
Force with a per pupil cost of $687 for 1974-75.
State Delegate William Lemmon, who served as a member of the Task 
Force, attributed the adoption of the Virginia formula for funding edu­
cation primarily to the influence of the Serrano case and the resulting 
principle of fiscal neutrality. Lemmon also voiced concern that the 
Virginia formula did not go far enough in equalizing funding because 
of the categorical funds distributed outside of the formula. According 
to Lemmon, similar funding systems in other states had been found
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unacceptable by the courts. Lemmon, however, acknowledged the need 
for higher spending in large city school divisions because of the 
density of population and a greater need for remedial education.
The adoption of the 1971 State Constitution, the appointment of 
a Task Force, and the adoption of an equalization formula by the 
General Assembly were all indicators of the recognition in Virginia that 
fiscal neutrality had to be addressed. The distribution of approxi­
mately 50 percent of state funds through unequalized categorical appro­
priations and the awarding of incentive funds to those school divisions 
with expenditures above the state established minimum, however, pointed 
to the reluctance of the General Assembly to eliminate totally inequi­
ties in per pupil expenditures among the school divisions of the 
Commonwealth. Lemmon has noted that these provisions for categorical 
and incentive funds were in the best interest of the wealtheir urban 
school divisions. The fourth hypothesis of the study was therefore 
not fully supported.
The major findings of the study were: (1) there was no improvement 
in fiscal neutrality among the school divisions of Virginia between 
1969-70 and 1979-80, (2) local wealth as determined by real estate 
values was related to per pupil expenditures in the school divisions 
in Virginia in 1979-80, (3) the Virginia equalization formula based on 
a composite index has not been effective in improving fiscal neutrality 
among the school divisions of the Commonwealth, and (4) the General 
Assembly did not intend to equalize fully the per pupil expenditures 
among the school divisions of Virginia through adoption of the current 
funding formula.
The findings of the study point to several areas of needed
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additional research. The impact of municipal overburden, population 
density and sparsity, and differing cost of living in various areas of 
the state needs to be investigated and, if found to be valid issues, 
expressed as additional per pupil costs. These cost differentials in 
support of funding need then to be analyzed in terms of their essential 
existence in some divisions in order for pupil services equal to those 
found throughout the Commonwealth to be provided.
The distribution of approximately 50 percent of state funds 
through categorical non-equalized appropriations is a major obstacle 
to the establishment of fiscal neutrality among the school divisions of 
Virginia. The suggestion contained in the report of the Task Force that 
such funds should be incorporated into the basic aid appropriation and 
thereby equalized should be studied. Concerns for the equitability and 
legality of the system of distributing state funds for education in 
Virginia have been overshadowed by concerns for sufficient funding to 
meet basic program needs.
If fiscal neutrality is to be achieved among the school divisions 
of Virginia, it would appear that several subsequent studies should be 
conducted. First, full funding, based on the realistic cost of pro­
viding appropriate educational services must be examined. Second, the 
General Assembly must determine the extent of its commitment to the 
establishment of fiscal neutrality among the school divisions of Virginia. 
Third, existing categorical funds should be incorporated into the basic 
per pupil cost and thereby equalized. Fourth, possible cost differen­
tials based on geographic economic factors and populations served should 
be identified and represented in the state funding formula. Fiscal neu­
trality has been established as an accepted principle in American public 
education. Full attainment of this principle remains unfilled.
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APPENDIX B 
CALCULATION OF THE COMPOSITE INDEX 
. OF LOCAL CAPACITY TO PAY
(1) X = ADM Composite Index
Local True Value Local Personal Income
.5 Local ADM + .4 Local ADM
State True Value State Personal Income
State ADM State ADM
Local Ip Taxable Retail Sales for Education
______________Local_ADM__________________  = X
State lc Taxable Retail Sales for Education 
State ADM
(2) Y = Per Capita Composite Index
Local True Values Local Personal Income
.5 Local Population + .4 Local Population
State True Values State Personal Income +
State Population State Population
Local 1$ Taxable Retail Sales for Education
 Local Population____________
State !<: Taxable Retail Sales for Education
State Population = Y
(3) Z = Composite Index of Local Capacity to Pay
.66X + .33Y = Z Average Wealth = 50
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ABSTRACT
AN INVESTIGATION OF PROGRESS TOWARD FISCAL NEUTRALITY IN EXPENDITURES 
FOR PUBLIC EDUCATION IN VIRGINIA, 1969-70 - 1979-80
Raymond E. Vernall, Ed.D.
The College of William and Mary in Virginia, May 1982 
Chairman; Professor Royce W. Chesser
The purpose of this study was to investigate progress toward the 
achievement of fiscal neutrality among the school divisions of Virginia 
between 1970 and 1980. Fiscal neutrality is defined as the absence of 
an observed relationship between the local wealth and the expenditures 
for education within a school division. The relationship of the wealth 
of individual school divisions to per pupil expenditures within those 
divisions and the intent of the General Assembly of Virginia regarding 
the establishment of fiscal neutrality were also examined.
A comparison was made between the 1970 and 1980 per pupil expendi­
tures of each school division in Virginia in terms of percent of vari­
ance from the state average in each of these years. Per pupil expendi­
tures were compared with per pupil real estate values for each school 
division in 1980, and a comparison between 1980 per pupil expenditures 
and the composite index of each division was also made. The develop­
ment of the current system of financing public education in Virginia was 
examined with specific attention given to the issue of fiscal neutrality.
It was hypothesized that there had been no progress toward the 
achievement of fiscal neutrality in practice among the school divisions 
of Virginia between 1970 and 1980. It was further hypothesized that 
1980 per pupil expenditures on a division by division basis were related 
to both the per pupil value of real estate and the composite index of 
each division. The final hypothesis of the study was that through the 
development and adoption of the current funding formula, the General 
Assembly had intended to establish fiscal neutrality among the school 
divisions of Virginia.
It was found that there had been no progress toward the achieve­
ment of fiscal neutrality in practice among the school divisions of 
Virginia between 1970 and 1980. It was also determined that divisions 
with higher per pupil real estate values spent more on a per pupil 
basis than did those with lower per pupil real estate values. Divisions 
with higher composite indexes and therefore less state funds spent more 
on a per pupil basis than did those divisions with lower composite 
indexes and more state funds. Indications were found that the General 
Assembly did not fully intend with the adoption of the current funding 
formula to achieve fiscal neutrality in practice among the school divi­
sions of the Commonwealth.
Further study is needed to identify factors which may require addi­
tional spending in some school divisions in order for services equal to 
those found throughout the state to be offered.
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